ECONOMIC 
SURVEY 

OF EUROPE 
о 


Р П DEC 2 01977 
ат | DOCUMENTS 


The five-year plans for 1976-1980 
in Eastern Europe and the Soviet Union 


| че Е ry — 
oes Oot ел ie = 
м. ADO? Ge. Ae тт = 
ны Бои зу 
и «ree 


https://archive.org/details/economic-survey-of-europe_1976_part-2 


рано „ ‘ 
в EDAD фу ирина sh Sod ei, SF SEV ON Donec er 


ECONOMIC SURVEY 
OF EUROPE IN 1976 


PART П 


THE FIVE-YEAR PLANS 
LOU Ice eht 
IN EASTERN BUROPE 
AND THE SOVIET UNION 


Prepared by the 
SECRETARIAT OF THE 
ECONOMIC COMMISSION FOR EUROPE 
GENEVA 


NEW YORK, 1977 


The designations employed and the presentation of the material in this publication do not imply the 
expression of any opinion whatsoever on the part of the Secretariat of the United Nations concerning 
the legal status of any country or territory or of its authorities, or concerning the delimitation of 
its frontiers. 


UNITED NATIONS PUBLICATION 


Sales №. E.77.11.E.11 


Price: $U.S. 9.00 


(or equivalent in other currencies) 


EXPLANATORY NOTES 


The following symbols have been used throughout this SURVEY: 


not available or not pertinent; 


nil or negligible; 


= estimate by the secretariat of the Economic Commission for Europe. 


signifies a break in the comparability of a statistical series. 


In referring to combinations of years, the use of an oblique stroke—e.g. 1974/75— 
signifies a twelve-month period (say from 1 July 1974 to 30 June 1975). The use of a 
hyphen—e.g. 1973-1975—normally signifies either an average of, or a total for, the full 
period of calendar years covered (including the end-years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout is the metric 
ton. The definition of ‘‘billion’’ used throughout is one thousand million. Minor discrep- 
ancies in totals and percentages are due to rounding. 
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РАкт П 


THE FIVE-YEAR PLANS FOR 1976-1980 IN EASTERN EUROPE 
AND THE SOVIET UNION 


1. GENERAL DEVELOPMENTS 


(i) Main features of development strategy 


It has been generally recognized that the strategies of 
economic and social development on which the five-year 
plans are based are orientated to long-term problems, 
going beyond a time horizon of five years.! The elabora- 
tion of long-term programmes of global social and eco- 
nomic development for the period up to 1990 was in all 
countries organized simultaneously with the work on the 
five-year plans for 1976-1980. Certain special programmes 
of long-term development had been prepared previously, 
but this is the first time that they have been elaborated 
on such a scale within the global national framework. 
All the countries of the region have applied a similar 
methodological approach in this connexion, and the 
intention of establishing a close connexion between long- 
term perspectives and five-year plan objectives has 
been strongly stressed. 


The long-term character of the strategic options incor- 
porated into the five-year plans confirms, first of all, 
the importance of social development and, in particular, 
of programmes for increasing the material and cultural 
welfare of the population. This issue is not in itself new, 
but what is new is the methodology of treating social 
and economic development within one complex. (This 
approach was particularly emphasized in the German 
Democratic Republic.) 


The strategic orientation to balanced growth, accepted 
in all the countries of the region, reflects long-term con- 
siderations of structural and regional development in 
investment programmes. Special attention has been 
devoted to the energy complex and to technology- 
promoting branches in all countries, and to agriculture 
and consumer-goods production in most of them. Struc- 
tural problems within these complexes, and problems of 
integrating them into the national economy have domi- 
nated development policies. The selection of priority 
sectors and complexes was made with a view not to 
maximizing economic growth, but to optimizing social 
and economic growth by redressing structural imbalances. 
The new production structure has been designed to 
maintain economic expansion at a steady and high pace 
in the long run. This aspect of the plans was particularly 
stressed in Czechoslovakia, where it has been stated 
that the plan incorporates ‘“‘considerable readjustments 
corresponding to long-term development trends”. 


1 See, for instance, М. К. Baibakov, ‘Putting into operation the 
economic strategy of the Party”, in Izvestiya, 31 December 1976. 


It is obvious that past trends and developments provide 
a starting point and a basis for the programmes for 
future development. In that regard, the period preceding 
the elaboration of the 1976-1980 plans differs essentially 
from that which preceded the plans for 1971-1975. During 
the period 1971-1975 the east European countries and the 
Soviet Union had to face qualitatively new economic 
problems, which required modifications to, and adapta- 
tions of the objectives in the five-year plans for that 
period. In particular, developments in the world economy 
had some impact on the reformulation of long-term 
strategic options. From that point of view, only 1971 
was a “quiet” year, with changes in strategy motivated 
largely by domestic developments, and limited to Poland 
and Romania. The first big economic crisis in the western 
world during the 1971-1975 period—the crisis in the 
international monetary system—left the national eco- 
nomies of eastern Europe and the Soviet Union almost 
unaffected, owing to specific institutional patterns of 
trade and payments with the countries outside the region. 
This has not been the case with subsequent developments 
—price increases and inflationary pressures, the energy 
crisis, and economic recession. All this influenced 
developments within national economies, and also the 
development of intra-regional economic relations. 


By 1972, the inflationary pressure of increased prices 
of imported goods required policy measures designed to 
protect domestic price structures from adverse effects, 
and to maintain stability of producer and consumer 
prices. The incidence of price subsidies has increased 
each year since then. This has certainly affected domestic 
allocation of resources for final consumption, but price 
stability has been maintained in most countries. Where 
price increases have occurred, they have remained largely 
under control (the rates have not exceeded the targets 
provided for by the annual plans). The energy erisis con- 
tributed to an already tense situation in supplies and 
prices. A new methodology for setting foreign trade prices 
within the CMEA region was accordingly introduced 
in 1975, and this modified the terms of trade and the 
trade position of individual countries. New policy 
measures to neutralize or minimize the adverse effects of 
these changes on domestic trends and structures were 
introduced. As mentioned earlier, the stability of pro- 
ducer and, in particular, of consumer prices has been 
maintained, but work on the revision of wholesale prices 
for industrial and farm products has started in virtually 
ali countries. 
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The impact of the energy crisis had another aspect. 
From the start it was seen that the energy complex should 
be treated as a long-term structural problem. In fact, 
new long-term programmes were worked out before the 
end of the quinquennium under review, and the objec- 
tives of the 1971-1975 plans revised accordingly. As the 
bulk of energy supplies comes from the Soviet Union, 
programmes for joint undertakings in this field were 
worked out within the CMEA framework involving, in 
particular, joint investment in transmission lines and 
pipeline networks, and co-operation in the field of 
nuclear energy. 


In addition to energy, the raw materials complex 
presented problems requiring revision of long-term 
development policy. Reliance on domestic resources 
and joint programmes within the CMEA area were signs 
of a new orientation in development strategy. The pro- 
blem of agriculture, and in particular that of grains, 
although basically of domestic origin, had considerable 
external implications for most countries over the whole 
period. The poor harvest experienced in most countries 
in 1975 was a factor that contributed to increasing trade 
deficits. The solution of the food problem required 
not only a long-term approach, but also a higher ranking 
for agriculture in development priorities. The Soviet 
five-year plan for 1976-1980 fully confirms such a strategic 
choice. 


Economic recession in the western world induced 
further modifications in the basic strategic orientations 
of the 1971-1975 plans. Asymmetrical trends in imports 
from and exports to western countries changed the trade 
position of all the countries of the region. Increasing 
trade deficits required the formulation of new trade 
strategies, and also modifications in national develop- 
ment programmes. Export-oriented branches and enter- 
prises obtained the highest priority in the allocation of 
investment resources and factor inputs. The emphasis 
on export-orientation as a criterion in development 
programmes has never been more pronounced than in 
the new five-year plans. 


The impact of these changes in the western economies 
on economic performance in eastern Europe and the 
Soviet Union demonstrates an increasing degree of 
dependence of particular countries and of the region 
as a whole on economic relations with the rest of the 
world. New policy measures have been basically of a 
protective character, aimed at the minimization of 
adverse effects on domestic economic developments. 
Prospects for future developments in western countries 
and their impact on east-west relations do not provide 
any guarantee that they will be favourable to the smooth 
implementation of programmes for economic develop- 
ment in particular countries. But economic relations 
with the western world are necessary conditions for 
national development and the new global development 
strategy, and a strategy for foreign trade and foreign 
economic relations cannot be formulated without taking 
into account the need for protective measures. 


Most of the problems which require new and more 
efficient solutions from the point of view of economic 
and social development are of a long-term character. 


Some of them, such as energy supplies, raw materials, 
food, technology transfer, are of such immediate impor- 
tance that they require a reformulation of strategic 
options. Others, such as balance-of-trade deficit, price 
discrepancies, international payments systems, although 
also related to current developments, require in some 
cases a time horizon exceeding five years. 


The international aspect of development strategies 
in the new five-year plans has another component relating 
to the development of economic relations within the 
framework of the CMEA. The whole period between 
1970 and 1975 was characterized by an intensification 
of foreign trade relations, co-operation in the field of 
technological development and scientific research, the 
development of specialization in some production sectors, 
and the further development of credit and financial 
arrangements. А comprehensive programme for the 
further intensification and improvement of co-operation 
and the development of socialist economic integration, 
adopted by the CMEA countries in August 1971, pro- 
vided a basis for the intensification and expansion of 
co-operation in the economic, technical and scientific 
fields. The expansion of the activities of the International 
Bank for Economic Co-operation, and the setting up 
of the International Investment Bank in 1971, supplied 
a new framework for the financing of economic trans- 
actions and co-operation within the region. Joint 
investment projects and the recently (1976) approved 
development programmes for matters of common interest 
within the CMEA add another dimension to co-operation 
within the region.? There is no national five-year plan 
for 1976-1980 in which co-operation between the CMEA 
countries has not been taken into account in the formula- 
tion of long-term development objectives. 


The impact of international developments has been 
much more decisive in the formulation of new strategies 
than in any previous period. Nevertheless, the role of 
internal developments remains dominant. The issue of 
factor inputs is certainly of the highest importance. There 
is no country in the region in which the problem of 
material inputs—raw materials, fuel and power and 
agricultural production—has not provided cause for 
particular concern. Domestic supplies have been insuffi- 
cient in most countries of the region in the past, but this 
has not been linked with any particular economic diffi- 
culties. Recent developments on world markets have 
changed the situation fundamentally, and highlighted 
the increasingly strained situation in this field. Moreover, 
future prospects, in terms of quantities of available 
natural resources and the level of the technology applied 
in their exploitation, are not very promising without 
essential changes. Even in the Soviet Union, plans for 
the opening-up of Siberia’s natural riches are linked with 
huge investment costs, and with the need for new techno- 
logies, some of which are still in the research stage. 


The exploitation of Siberian resources presents two 
basic strategic choices, in terms of the solution of pro- 
blems of delivery to consumption centres. Both of them 


2 See O. Rybakov, “The long-term-goal-oriented programmes 
of the member countries of the CMEA”’, in Р/аноуое Khozyiastvo, 
No. 8, 1976. 


Tequire massive investments in infrastructure. The first 
option is based on maintaining the existing locational 
distribution of production and consumption centres 
and implies large-scale investment in all forms of trans- 
port: railroads, pipelines, transmission lines. Improve- 
ments in the technological level of these forms of trans- 
port would be a necessary condition of making transport 
services economically efficient. The distances involved 
are so great that road transport is not a practicable alter- 
native for the foreseeable future. The second option 
involves the building up of processing sectors in Siberia, 
close to the sites where resources are located, and the 
formation of so-called territorial-production complexes. 
Besides considerable investment spending on production 
Capacities, large-scale resources must here be allocated 
to the building-up of the infrastructure needed for the 
formation of new industrial, as a rule urbanized, settle- 
ments in areas where, in most cases, unusually adverse 
climatic conditions make building and maintenance 
extremely expensive. In fact, both options have been 
incorporated into the Soviet development programme 
for 1976-1980, and this will affect the whole investment 
allocation pattern. 


Large-scale investment in Soviet agriculture is another 
element of long-term strategy which has contributed to 
the structural shifts in investment spending envisaged in 
the 1976-1980 Soviet plan. These shifts are certainly not 
likely to bring about an acceleration in the rate of global 
expansion. Increased concern in recent years with the 
protection and rational use of /and stock, and in particular 
of arable land, is another component of the long-term 
strategy related to factor inputs. (See section on agri- 
culture.) Finally, environmental considerations have 
taken an important place in long-term strategy. The 
amount of investment spending envisaged for this pur- 
pose by the plans is no longer a negligible quantity. 


The situation on Jabour markets became increasingly 
strained in all countries during the period 1971-1975. 
The supply of labour resources has been declining. The 
rate of natural increase of the population has been 
falling, and the outflow of agricultural labour has decel- 
erated in absolute terms. The participation rate of the 
female population of working age no longer differs 
markedly from that of the male population. The reem- 
ployment of retired people has been stimulated, but 
this can be only a limited source of additional labour. 
Possibilities of employing foreign labour remain extremely 
limited. It has been reported that labour shortages 
have been acute in many branches, most frequently in 
construction. Regional shortages have emerged even 
in countries where relatively abundant labour supplies 
exist at the global level. The more intensive use of pro- 
duction capacities, one of the policy objectives aimed at 
increasing the efficiency of utilization of fixed assets, 
can be achieved only to a very limited extent, since ihe 
expansion of shift work is constrained by the availability 
of labour. The policy of using labour more rationally, 
and giving the highest priority to labour productivity, 
are among the most significant strategic choices envisaged 
in all the plans. In the long term, pronatalist measures 
in population policy may improve labour supplies, 
but no improvement in trends can be expected before 


1990 in most of the countries of the region, and even 
then on a rather modest scale. 


A high degree of attention has been devoted to techno- 
logical advance. Investment programmes have reflected 
this policy orientation, primarily through the high 
priority given to technology-promoting branches. A 
structural shift, even in quantitative terms, in favour of 
the engineering and chemicals industries seems to have 
been envisaged in the plans, going by the share which 
these two industrial branches are supposed to achieve by 
the end of the five-year period. On the other hand, 
many countries were elaborating programmes of modern- 
ization and reconstruction for entire industrial branches 
and some non-industrial activities (usually construction 
and transport) by the final years of the 1971-1975 period. 
Investment expenditures destined for reconstruction 
and modernization have been increasing, and will 
continue to increase their share of total investment. 


The pattern of investment expenditures also reflects 
major strategic choices in structural policies. The policy 
of industrialization, based in its initial stage on an 
accelerated expansion of branches in heavy industry 
(group A, producer goods) has left many other sectors 
short of financial resources for proportionate develop- 
ment. The examples are well known. Agriculture, 
transport, services and some activities in the non-material 
sphere have lagged behind in most of the countries of the 
region. In some countries, construction has also been 
cited as a major bottleneck in the national production 
structure. The attention paid to agricultural development 
and consumer-goods industries since 1965, then, and the 
1971-1975 emphasis on so-called consolidation policies 
aimed at redressing structural imbalances, have been 
among the new elements in the long-term global strategy. 
Long-term programmes for the development of food 
production, transport, energy and fuel, and housing were 
also prepared in the majority of countries during the 
period 1971-1975. 


Structural policies have also been influenced by the 
development of co-operation within the CMEA region 
and, in the most recent period, by the unfavourable 
developments on western markets. New industries have 
been built, based on CMEA specialization programmes, 
and some of these have recorded particularly high rates 
of expansion. The degree of trade dependence has 
increased, and the share of goods produced on the basis 
of specialization programmes has shown an upward trend 
as a proportion of total trade. Export-promoting bran- 
ches have been quoted for the first time in most of the 
five-year plans as activities of the highest priority within 
development programmes. All these new developments 
in structural policies imply changes in global development 
strategy. At the most general level they imply a policy of 
proportionate (balanced) growth. 


The regional aspect of development became increas- 
ingly important during the period 1971-1975. Different 
types of regional development programmes were worked 
out in all countries. Some of them had as an objective 
the creation of new growth centres, as, for instance, in 
the case of the territorial-production complexes in the 
Soviet Union. In other cases, the underlying idea was 
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related to the need for deconcentration of production 
capacities, through an acceleration in the growth of 
provincial centres (for instance, in Hungary). Equaliza- 
tion of levels of economic development was the leading 
principle in the preferential treatment accorded to 
Slovakia and some parts of the Czech lands within the 
Czechoslovak federation. The economically backward 
countries of Romania and districts of Bulgaria also 
obtained preferential treatment. Most of these pro- 
grammes have been extensively incorporated into the 
five-year plans for 1976-1980. Their impact on the 
pattern of investment spending, on the allocation of 
material resources, and on the distribution of the labour 
force, has certainly contributed to the new form of global 
development strategy, and to changes in the ranking of 
development priorities. 


The long-term strategy adopted has accelerated the 
process of institutional change. The formation of large- 
scale, specialized or vertically integrated, production 
complexes has been in progress in all the countries of the 
region. The principle of optimization of the organization 
of production units from the technical point of view has 
dominated the reorganization of enterprises in industry 
and socialist (state and collective) farms in agriculture. 
This is not a new process, but the developments in the 
1971-1975 period witnessed an essential change in the 
extent and pace of the process. Even experiments which 
started on a very modest basis—after two to three years of 
trial—were generalized with such speed that they became 
dominant forms (for instance, large-scale enterprises in 
Poland and agro-industrial combines in Bulgaria).® 
The structure of enterprises and socialist farms by size 
and form of organization of production at the end of the 
1971-1975 period had been completely transformed by 
comparison with the 1970 pattern. Institutional reorgan- 
ization has also been carried on at the intermediate and 
national levels of the planning and management structure. 


The formation of a new managerial structure has been 
accompanied by simultaneous changes in planning 
methodology, and also by the wider application of the 
khozraschet principle in non-industrial activities (con- 
struction, socialist farms for example). Reorganization 
of the middle and higher levels of management (minis- 
tries etc.) has aimed, among other things, at the intro- 
duction of khozraschet in their activities, which in fact 
implies their transformation from administrative into 
business organizations. A characteristic element of the 
new approach has been the role allotted to economic 
instruments, and particularly to prices. The introduction 
of new producer prices has been envisaged for the begin- 
ning of the new quinquennium in all the countries of the 
region. 


_ The list of factors which have a direct or indirect 
impact on the choice of global strategies incorporated 
into the five-year plans is certainly much longer. But 


3 For more details on the reorganization of industrial enterprises, 
see Economic Survey of Europe in 1973, 1974, 1975, United Nations, 
New York, and on that of socialist sector farms the section on 
agriculture of this volume. 


the above analysis shows the main features, and the major 
differences in relation to the strategic options incorporated 
into the 1971-1975 plans. Developments during the 
period 1971-1975 changed economic structures to such 
an extent that strategic choices for future development 
must have been worked out on a virtually new basis. 
Thus the statement that the 1976-1980 plans incorporate 
a policy orientation aiming at the continuation of past 
trends and developments can be accepted only on a very 
global and aggregate level. Social programmes and wel- 
fare policies, the maintenance of global and major sectoral 
growth rates, the redressing of structural imbalances, in- 
creasing efficiency in the use of factor inputs, internal and 
external stability, are all objectives which can be found 
in every national plan, or in any political statement re- 
ferring to the problems of global economic development. 
At the same time the long-term strategic choices incorpo- 
rated into the 1976-1980 plans are based on accelerated 
industrialization (in terms of higher rates of growth for 
industry than for the whole economy), based in turn on 
the highest priority for producer-goods industries (not 
only in terms of growth rates, but even more in terms 
of shares in investment spending). 


For all that, changes in the character of industrializa- 
tion within this general strategy have become more and 
more evident. Industrialization based on machine 
technology and large-scale specialized production units 
was restricted, in the initial stage, largely to industrial 
activities stricto sensu. To-day, the industrialization 
process has been extended to new activities, particularly 
to agriculture, construction and, more recently, to retail 
trade, which reflects the multi-dimensional, multi- 
sectoral character of industrialization at the contem- 
porary stage. As is well known, changes have taken place 
in the factor input mix. A dominant role for labour 
inputs and of massive additions to fixed assets, against 
the background of a relatively slow advance in the level 
of technology, are not characteristics of the strategic 
choices adopted in the new five-year plans. Emphasis on 
technological innovation, and on labour-, material-, 
fuel-, and capital-saving technologies, and new forms of 
planning and management, indicate substantial shifts in 
global strategy. The term “continuity of long-term 
strategy” (rather than continuation of past trends) can be 
applied to the new five-year plans, but the above-men- 
tioned qualifications should be kept in mind. 


(ii) Over-all economic growth 


The national plans for 1976-1980 envisage the mainte- 
nance of a high rate of over-all economic expansion in 
terms of NMP in the east European countries, and in 
terms of distributed NMP in the Soviet Union (table i 
The lowest average annual percentage rate of growth 
envisaged in eastern Europe is 4.9 per cent (Czechoslo- 
vakia), while the rate planned in the Soviet Union is 
4.7 per cent. The inter-country profile by level of growth 
rate has not been changed in comparison to 1971-1975, 
as the text table below shows. 
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Average annual 


Percentage change 1966-1970 


Plan 
1971-1975 


East European countries and the Soviet Union by the size of the rate of growth of NMP 


Plan 
1971-1975 1976-1980 


ее reper a a АНИ ЖЕ 


10.0 and over - Romania Romania Romania 
8.5-10.0 Albania, Bulgaria Albania Poland - 
7.5-8.5 Romania, Soviet Bulgaria Bulgaria Bulgaria 
Union 
6.5-7.5 Czechoslovakia, Poland, Soviet Albania Albania, Poland 
Hungary Union 
5.5-6.5 Poland Hungary Czechoslovakia, Hungary 
Hungary, Soviet 
Union 
4.5-5.5 German Demo- Czechoslovakia, German Demo- Czechoslovakia, 
cratic Republic German Demo- cratic Republic German Demo- 
cratic Republic cratic Republic, 


Soviet Union 


Source: Table 1.1. 


The planned targets for over-all expansion are in all 
countries lower than the average annual rates of growth 
of NMP in 1971-1975, but by no more than 1 percentage 
point (with the exception of Poland, where the drop is to 
be by more than 2 points). The planned deceleration 
of the pace of over-all expansion has brought planned 
targets in most countries closer to the respective planned 
targets stipulated by the 1971-1975 plans. The relative 
slowdown in over-all expansion will not reduce the 
absolute increase in the value of national income in any 
country.* 


In considering levels of growth rates compared on an 
inter-country basis, a distinction between maximum, 
optimum and sub-optimum levels can perhaps be made. 
The growth rate of 10 to 11 per cent envisaged by the 
Romanian five-year plan for 1976-1980 must be close 
to the maximum level for that country. The switch from a 
7 per cent rate (planned for 1966-1970) to one of 11 to 
12 per cent (planned for 1971-1975) certainly occurred 
as a result of a new policy choice aimed at maximizing 


4 The increase in the value of NMP in billions of n.c.u. can be 
calculated on the basis of NMP in 1975 at current prices (for the 
German Democratic Republic and Romania at constant prices) 
and the indices of growth of NMP over the respective five-year 


periods. 
Increase in NMP over 


five-year period (in billions 
of national currency units) 


NMP 1975 1971-1975 1976-1980 
Bulgaridewee acs ~ 14.3 4.5 6.4 
Czechoslovakia .. . 409.9 103.5 106.6 
German Democratic 
Вероне smn. > 141.7 32.7 39.1 
Нора ncn 402.0 105.8 120.6-128.6 
Poland 5. se oes 1 357.0 508.9 546.2-572.7 
Romanian «pen. tsr 361.9 150.3 220.8-247.9 
Soviet Union... . 382.8 88.0 94.3 


growth. The new plan aims to maintain virtually the 
same pace. The development programme envisaged 
for 1976-1980 is based on the highest accumulation rate 
in the region (33.5 per cent), which confirms an orienta- 
tion towards the maximization of growth. 


Some tendency to set the growth rate for over-all 
expansion above a rate which permits the minimization 
of internal imbalances and the maintenance of trade 
balance may have existed in the past in the cases of 
Bulgaria, and even more so in that of Poland. In Bul- 
garia, a policy of accelerating over-all growth was appa- 
rent in 1974 and 1975 (annual targets of 10 and 9 per 
cent respectively), while in the guidelines the five-year 
target was set at 8.2-8.7 per cent. Finally, in the Law 
on the 1976-1980 plan, a 7.7 per cent rate was adopted. 
For Poland, the target for 1976-1980 represents a con- 
siderable reduction in relation to the average annual 
9.8 per cent rate of over-all growth recorded during the 
period 1971-1975. However, it seems that this planned 
rate cannot be considered as definite. The First Secretary 
of the PWAP pointed out in November 1975 that the 
five-year plan is “an open-ended plan, which makes 
possible future corrections justified by social and economic 
considerations”. It will be recollected that such an up- 
ward revision of the plan target took place in Poland 
in 1971, successfully accelerating the pace of over-all 
expansion (chart 1.1). 


The targets for Czechoslovakia and the German 
Democratic Republic (about 5 per cent) do not indicate 
any intention of accelerating growth by comparison 
with the 1971/75 average figure or, in the case of 
Czechoslovakia, by comparison with recent annual rates. 
These, then, would appear to be close to optimum rates 
for these two countries. The target rates for Hungary are 
at about 5.7 and 5.5 per cent respectively for the quin- 
quennia 1971-1975 and 1976-1980, somewhat below the 
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CHART 1.2 
Efficiency indicators 
(пасе, 1965 = 100) 


CuartT 1.1 
Changes in gross product, net material product and factors inputs 
(Indices, 1965 = 100) 
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ММР/ gross output ratio 

Labour productivity (NMP/employment in the material sphere) 
—____. ___..- Capital intensity , total economy (fixed assets/employment ) 
secceceseccseees Capital intensity, material sphere (fixed assets in the material sphere/ 
employment in the material sphere ) 


Gross product 

Net material product 

a ea a Employment , total 

Employment , material sphere 

Fixed assets , total 

О Fixed assets , material sphere 
ies oe ee Machinery and equipment,material sphere 


Jos cee . — Fixed assets/NMP ratio 
Fixed assets in the material sphere/NMP ratio 


Source: National statistics. Source: National statistics. 
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TABLE 1.1 
Growth of net material product 


(Average annual percentage change over the end year of the previous five-year period) 


1966-1970 1971-1975 1976-1980 
Country Planned Actual Planned Actual Planned 
en ee SS Se ee 
‘Albania еее sade stots sie ee 8.0 9.2 9.2-9.9 6.7 6.7-6.9 
Bulgaria nestor ое 8.5 8.7 7.7-8.5 7.9 7.7 
Czechoslovakia .......... 4.1-4.4 6.9 Pl 5. 4.9 
German Democratic Republic 5.4 SD. 4.9 5.4 5.0 
Нипоагу се еее. 3,5-3.9 6.8 5.5-6.0 6.3 5.4-5.7 
Poland Se: еее. 6.0 6.0 6.76.8 9.8 7.0-7.3 
Romania secccta ters ont eh tween 7.0 7-7 11.0-12.0 1175 10.0-11.0 
Eastern Europe? ......... 5.6 6.5 6.7 7.8 6.6 
Soviet Union fe... .- 2: +. 6.6-7.1 7.8 6.5-7.0 57 4.7 
Вуеюогизяап SSR......... 9.8 9.1 8.0 8.0 6.0 
ЕС зоовосовос 7.0 6.7 6.6 4.6 4.9 
Soviet Union and 
eastern Europe? ....... 6.5 7.4 6.7 6.2 5.3 


Sources: National statistics, plans and plan-fulfilment reports, CMEA Statistical Yearbooks. 


® Excluding Albania 


actual rates recorded in the respective preceding five-year 
periods (6.8 and 6.3 respectively). In one Hungarian 
source it has been stated that the policy implied by these 
figures might be treated as a “tradition in Hungary to 
under-plan possible economic growth”. The author 
explicitly underlines the fact that “all Hungarian expe- 
rience shows that it is easier to cope with patterns arising 
from a faster than planned growth”.® This appears to 
be a clear case of planning for sub-optimum growth rates. 
Nevertheless, annual growth rates of NMP in Hungary 
fluctuated between 5.1 and 7.4 per cent during the period 
1971-1975. The policy objective of a smoother pattern 
of economic growth for 1976-1980 has been particularly 
emphasized by policy makers. 


The Soviet plan target for over-all expansion in the 
period of 1976-1980 (an annual average of 4.7 per cent) 
has certainly been the result of a change in strategy. 
The over-all average annual 5.7 per cent rate of growth 
of NMP in the period 1971-1975 masks wide fluctuations 
in annual rates: 


Percentage increase 
over previous year 


CWA Te eos Sees oS ce or 5.6 
ПО о аи. 3.9 
ТО ei a is. te, асе 8.9 
Не sexe 5.4 
LOTS aia tessa lees teas 4.5 
Average 1971-1975... Dial, 


The investment programme for agriculture, energy 
and the raw materials-producing sectors, and the planned 
shift in the consumption/accumulation ratio in favour of 


5 В. Csikés-Nagy, “Сап accelerated economic growth be 
maintained?” in Acta Oeconomica, No. 3-4, vol. 12, 1974, p. 297. 
$ Consumption/accumulation ratio in the Soviet Union: distrib- 
uted NMP = 100 
Plan 
1976-1980 
75.0: 25.0 


1971-1975 
73.9: 26,5 


consumption ® have probably had a decisive effect оп 
planned rates of over-all growth and growth in major 
production sectors. The plan for 1976-1980 has laid 
down annual plan targets which make it possible to 
follow the planned pattern of implementation of the 
policy of maintenance of stable annual growth rates 
(see text table below). After a peak 5.4 per cent in 1976, 
all other planned annual targets are below 5 per cent. 
The sequence of planned annual growth rates for industry, 
however, follows a different time-path, with the lowest— 
4.3 per cent—for 1976, and a progressive increase in 
subsequent years. The targets for construction and 
freight transport are more stable than for industry. 
It seems that the annual fluctuations envisaged in rates of 
over-all expansion are influenced by the fluctuations 
forecast for agricultural production, but annual targets 
for agricultural production have not been released. It 
can at any rate be said that the low target for industry 
in 1976 is undoubtedly the consequence of the 1975 agri- 
cultural year. The long-term forecast of climatic condi- 
tions indicates that two years out of the period 1977-1979 
might suffer from unfavourable weather conditions.’ 
The plan targets for NMP in 1977 and 1980 have been 
forecast on the assumption that these years will be unfa- 
vourable for agricultural production (in 1977 to a greater 
extent than 1980), with the deceleration effect in the 
former case forecast for 1978 for industry, but for 1977 
for construction and goods transport. 


The plan targets for the Byelorussian and the Ukrainian 
SSRs are based on the same strategy choice as for the 
whole Soviet Union, but adapted to the specific pro- 
duction structures of the two republics. Annual Яис- 
tuations in NMP growth rates in the Ukrainian SSR 
during the period 1971-1975 were even larger than for 
the Soviet Union as a whole, with a spread between 
2.8 and 9.4. The share of agriculture in the Ukrainian 
production pattern is relatively high, and agricultural 


? For more details and references, see the section on agriculture. 


Gener: 


Soviet Union: annual plan targets 


Undices, 1975 = 100; in brackets annual percentage change) 
Se 


1976-1980 


1976 1977 1978 1979 1980 (average) 
Е a cee 
NMP distributed ............ 105.4 109.7 114.6 120.2 126.0 

(5.4) (4.1) (4.5) (4.9) (4.8) (4.7) 
Gross product: 

О ес ее РОС 104.3 110.9 117.6 12537 136.0 

(4,3) (6.3) (6.0) (6.9) (8.2) (6.4) 
Constraction2 ares. maa ence 107.3 113.6 122.2 131.6 142.0 

(7.3) (5.6) (7.6) en) (7.7) (CU) 
Preighetransportec)) wet ee 105.7 111.3 118.2 124.9 132.0 

(5.7) (5.3) (6.2) (5.7) (5.7) (5.7) 
State investment ............ 105.1 108.9 112.1 114.3 114.6 

(5.1) (3.6) (2.9) (2.0) (0.3) (2.8) 


Source: ‘‘The law on the state five-year plan for the development of the national economy of the USSR for 1976-1980”, 


in Izvestiya, 30 October 1976. 


® Estimated on the basis of the targets for labour productivity in construction. 


production is more exposed to unfavourable climate 
(drought) than in the Byelorussian SSR. It is for this 
reason that the targets for 1976-1980 for the growth 
of NMP in the Ukrainian SSR are set at more than 
1 percentage point lower than for the Byelorussian SSR. 
The spread between growth rates has, however, been 
reduced in comparison with the spread recorded in the 
past quinquennium. 

Albania has adopted the actual rate recorded in the 
period 1971-1975 as a target for the growth of NMP 
for 1976-1980. The fulfilment of this target will be, 
to a great extent, dependent on fulfilment of the target 
for the growth of agricultural production (also virtually 
identical with the actual growth rate 1971-1975). As 
the latter rate is very likely close to the realistic maximum, 
it seems that the strategic choice for this country incor- 
porates as a policy objective the maximization of over-all 
economic expansion. The relatively modest level of the 
rate reflects specific conditions of general development 
and of the production structure of the country. It is 
certain that the principle of national self-reliance has 
been decisive in the formulation of the strategy of Alba- 
nian development. 


(iii) Changes in production structures and 
structural policies 


Reference to proportionate growth as a policy objective 
has been incorporated into the five-year plans for 1976- 
1980 in all the countries of the region. This is primarily 
related to so-called consolidation policies aimed at 
redressing economic imbalances, and maintaining a more 
even rate of economic development in the future. Foreign 
trade deficit has been the type of imbalance referred to 
most frequently. But imbalances between the macro- 
structures of production and final consumption, and 
within production structures between input supplying 
and processing activities, have also been mentioned. 


In addition, structural factors have a direct effect on 
efficiency in the utilization of factor inputs. The shortage 
of manpower, particularly of skilled labour, irregular 
and inadequate supplies of material inputs, low shift 
coefficients, a slow pace of technological innovation, 
in short, all kinds of bottlenecks are very frequently 
quoted. The redressing of non-optimum combinations 
of factor inputs is a decisive element in the priorities 
of global development programmes. Whereas in earlier 
periods priority programmes usually created new and/or 
intensified existing structural imbalances, the new strat- 
egy is based on a complex approach in priority pro- 
grammes, taking into account developments in related 
branches and activities in order to minimize the possi- 
bility of bringing about new imbalances. 


It has been admitted that proportionate growth may 
cause a slowdown in over-all expansion. In the long 
run the increased level of structural proportionality 
(sometimes called the efficiency of complex development 
of the economy) 8 could have a decisive role in maintaining 
a rate of over-all growth at a level close to the optimum 
(long-term) rate. Nevertheless, the new priorities do not 
in all instances imply high returns on invested resources.° 


8 P. Alampiev, Yu. Kormnov, У. Maksakovsky, “National- 
economic structures and the integration of the socialist countries’, 
in Voprosy Ekonomiki, No. 9, 1975, p. 59. 

9 М. Тимаг provides the following indicators of returns on fixed 
assets in producing sectors for the 1960-1970 period in Hungary 
(capital-output ratios): 


Stock of fixed assets in Index, 


_forints per 1 forint of NMP 1960 = 100 
1960 1970 
Producing sectors, total. . . 2.84 2.82 99.3 
Primary séctors ...... 1.87 PAM 158.8 
Secondary sectors .... . 1.90 1.95 102.6 
Productive services sectors 6.51 515 78.8 


See М. Tim4r, “Hungarian economy: structure and trends”’, in 
Marketing in Hungary, No. 1, 1974. 
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The effect of the changes in priorities incorporated into 
the global development programmes for 1976-1980 on 
the over-all economic expansion of the countries of the 
region may be illustrated by the changes in the indicators 
relating expenditure on gross fixed capital formation to 
the increase in NMP (see text table below). 


Gross investment ratio (IR) 


(percentage) 
Plan 
Country 1966-1970 1971-1975 1976-1980 
iIPETIEL ее a 35.1 35.1 30-32 
Czechoslovakia .. . ЭТ 33.7 31-33 
German Democratic 
Керио еее 27.6 28.7 29.1 
Нора ее 572.5 359 36.5 
Е в ве 2583 36.4 31. 1-31:3 
IROManiag a ena 28.8 34.1 33-34 
Soviet Union... . 27.0 29.9 29.5-30.1 
Gross incremental capital-output ratio (ICOR) 
(coefficient) 
Plan 
Country 1966-1970 1971-1975 1976-1980 
Bulgaria eae ne 4.0 4.5 4.0 
Czechoslovakia . . . 4.5 5.9 6.3 
German Democratic 
ПИ о nen 5.3 5.3 5.8 
Hungary... 4.8 5 6.5 
Poland see cn 4.2 3-7 4.3-4.4 
OMA aa eet № 3.7 3.0 3.1-3.3 
Soviet то... Seo) 5.2 5.7-6.8 


Sources: As for table 4.1. 


The gross fixed investment ratios for 1976-1980 show 
only slight changes—less than 1 percentage point—in 
comparison with the 1971-1975 figures for Czechoslo- 
vakia, the German Democratic Republic, Hungary, the 
Soviet Union and Romania. Relative changes in ICORs 
are, however, more pronounced. With the exception 
of Romania, the implicit planned ICORs of these coun- 
tries are roughly at a similar level (6-6.5) and show an 
upward tendency. In Romania, the estimated ICOR for 
1976-1980 is slightly higher than the figure for 1971-1975, 
but remains close to a coefficient of three units. Increases 
in ICORs can be related to shifts in the structure of 
development programmes in favour of branches and 
activities with a relatively low return on fixed investment 
outlays. When related to rates of growth of NMP, such 
increases are associated with a relative slowdown in 
over-all expansion. If the structural shifts in priorities 
towards raw materials, fuel and energy-production 
branches, agriculture and construction were not so pro- 
nounced, the more or less unchanged investment ratios 
would ensure that growth rates of NMP would remain 
largely at the level recorded during the period 1971-1975. 


The development programmes for 1976-1980 in 
Bulgaria and Poland differ from the pattern described 
above. In both countries, IRs have been considerably 
reduced, more so in Poland than in Bulgaria. This is 
reflected in a considerable drop in the NMP target for 
1976-1980 in relation to actual NMP growth during the 
period 1971-1975 in Poland. Implicit trends in ICORs 


for these two countries do, however, diverge. In Poland 
the trend is upward, indicating the same pattern of 
priorities in development programmes as In the other - 
countries of the region; in Bulgaria the ICOR for 1976- 
1980 should decrease. This means that the structural 
shifts implied in development programmes favour projects 
with a high return on gross fixed investment. The domi- 
nant share of this type of project in the development 
programme incorporated into the 1976-1980 plan has 
allowed for the planned rate of growth of NMP in Bul- 
garia to remain virtually at the 1971-1975 level, in spite 
of a considerable reduction in the rate of gross fixed 
investment. These strategic elements in the Bulgarian 
plan are linked to the introduction of the so-called 
multiplicative approach to complex planning in invest- 
ment, which should raise the global return on invested 
resources.?° 


The effects of policies on the allocation of gross fixed 
investment cannot be directly related to trends and deve- 
lopments in aggregate (individual and social) consump- 
tion. The net material product is allocated to expendi- 
tures on consumption and accumulation (net investment, 
including increases in stocks). Annual changes in the 
interrelationships of the two magnitudes for the period 
1965-1975 are shown in chart 1.3. 


Net investment ratios (the percentage share of net 
investment in distributed NMP) for 1976-1980 are not 
available for all the countries of the region, but the data 
in table 1.2 do not indicate any substantial shift in favour 
of net investment (net capital formation). On the contrary, 
the relative share of aggregate consumption is planned to 
increase in Bulgaria and the Soviet Union, and to remain 
virtually at the 1971-1975 level in Romania and Hungary. 


Sectoral structures and policies. The development 
programmes incorporated into the five-year plans for 
1976-1980 refer to policies for change in production 
structures. There are two dimensions to these struc- 
tures: sectoral and regional. The first one relates to 
structure by types of activities within the material sphere. 
The increased dependence of the economies of the area 
on economic relations with the rest of the world and, in 
particular, the increased importance of co-operation 
within the CMEA area have also given a new dimension 
to structural policies. (The regional dimension of the 
structure of national economies is discussed in the section 
on investment.) 


The new five-year plans have not modified the global 
Strategic orientation based on accelerated industrializa- 
tion with the priority on producer-goods branches, but 
there have been adjustments in industrialization policies. 
At the contemporary stage of economic development, 
industrialization as a policy objective has been extended 
to non-industrial activities in all the east European 
countries and the Soviet Union. The need to introduce 
industrial methods and machine-related technology and 
organization of labour in agriculture, construction, 
transport, and trade has been generally recognized. The 
impact of these changes on the structural policies of the 


10 See the report of the Prime Minister of Bulgaria on the 
1976-1980 plan in Rabotnichesko Delo, 28 October 1976. 
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СНАвВтТ 1.3 


Net investment as percentage of NMP 
(NMP = 100) 


Sources: CMEA Statistical Yearbook 1971 and 1976. 
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five-year plans is evident, and reference is continually 
made to the complex approach, and to comprehensive 
solution of particular development programmes. 


Industry as a whole is still planned to expand at a pace 
exceeding that of over-all expansion, with Romania as 
the only exception (table 1.3). Relative growth coeffi- 
cients of industrial output (the ratio of the growth rate 
of industrial gross output to the growth rate of NMP) 
for 1976-1980 are higher than the respective coefficients 
for 1971-1975 (see text table below). 


Relative growth coefficients in industry 


Plan Plan 
Country 1971-1975 1971-1975 1976-1980 
Albanians оо 1.08 1.30 1.06-1.07 
Bulgaria ese mee 1.16-1.19 14 1.19 
Czechoslovakia . . 1.18 16 1.16-1.22 
‘German Democratic 
ПО о со со 1:22 1.20 1.20 
Hungary. =). - 1.00-1.04 1.03 1.05-1.11 
Роза... 1.22-1.25 1.06 1.16-1.17 
Romania) ae. 1.00 1.14 1.02 
Soviet Union . F 1.14-1.23 1.30 1.36 
Byelorussian SSR . . 1.20 1.30 123 
Ukrainian SSR... 1.12 1.54 1.20 


Sources: As for table 1.1. 


The value of the coefficients do not show any associa- 
tion with the level of economic development of the 
respective countries. Values between 1.15 and 1.25 are 
most common (Bulgaria, Czechoslovakia, the German 
Democratic Republic, Poland). The Soviet Union plans 
to speed up industrial expansion in relative terms. The 
coefficient of 1.3 for 1971-1975 was already among the 
highest in the region (largely because of the relative 
lagging behind of agriculture), but in spite of plans 
to improve the rate of agricultural expansion, the 1976- 
1980 plan provides for a further acceleration in industrial 
expansion in relative terms, with a coefficient of 1.36. 
Hungary has followed a policy of slight acceleration 
in relative terms, but the coefficient is still among the 
lowest in the region. Romania and Poland have planned 
a revision in the relative pace of industrial expansion by 
reversing actual trends and bringing them closer to the 
relative growth coefficients planned for 1971-1975. The 
relative pace of industrial expansion in Albania reflects 
a new policy direction, which does not deny the leading 
role of industry, but underlines the fundamental place 
of agriculture in the Albanian economy. (See the report 
of the Prime Minister of Albania on the five-year plan 
for 1976-1980.) 


These trends will be reflected in a further increase in 
the share of industrial output in NMP, which in 1975 
exceeded 50 per cent in all countries of the region, except 
Hungary (47 per cent). (Table 1.4 contains figures for 
the share of industry in NMP, in total active population, 
and in fixed assets.) The data available on the planned 
share of industry for 1976-1980 are very sparse, and in 
most cases based on gross output. In the Soviet Union, 
for instance, the relative share of industry in terms of 


itt output should increase from 66 in 1975 to 68 in 1980. 
A planned share of 60 per cent in 1980 has been reported 
for Bulgaria. 


The plans contain extensive development programmes 
at the level of intra-branch industrial structures (for more 
detail on structural problems in industry see sections 
on industry and investment). There are several complexes 
within the industrial structure which have obtained high 
priority. The first relates to engineering and chemicals 
as branches promoting technological innovation in all 
sectors of the national economy, and also supplying 
considerable export surpluses. This is closely connected 
with the development of co-operation and specialization 
within the CMEA framework. The second complex 
relates to development in sectors supplying energy and 
fuel and key raw materials. The relative share of engi- 
neering, chemicals and electrical energy in the industrial 
structure will considerably increase in all countries. 


In the Soviet Union, the general trends are as follows: 


Percentage share of engineering, chemicals and electrical energy 
in total gross output in the Soviet Union 


Об te ee ec ee ee 7 
19:70 Poe oS ek eee 31 
19755 cede ed es. wee 36 
Plan 1980 Scouse 2. ее te 41 


Sources: National statistics and the five-year plan for 1976-1980. 


These complexes continue to be treated as the core of 
long-term economic strategy,’ and the new five-year 
plan has not changed their priority ranking. But their 
internal structure has been to a great extent modified 
and adapted to the requirements of comprehensive 
application and implementation of up-to-date technology. 


The third field of high priority is the complex of branch- 
es producing consumer goods. An increasing share 
of production on the part of heavy industry is charac- 
teristic of structural changes within this complex.” 
In addition, special programmes for increasing production 
of consumer goods and improving their quality have been 
elaborated in almost all the countries of the region. 


For the east European countries, the 1976-1980 five- 
year plans contain a great deal of concrete information 
on development policies in the industrial branches 
mentioned above. The long-term and priority character 
of these policies has been particularly confirmed by the 
elaboration of special central development programmes 
in these fields in most of the east European countries. 
In Czechoslovakia, for instance, more than 40 production 


п Г. Abalkin, “The economic strategy of the Party in the stage 
of advanced socialism, and aspects of its implementation during the 
tenth five-year plan’, in Ekonomicheskie Nauki, No. 9, 1976, 
pp. 96-97. 


12 In 1975 in the Soviet Union, for instance, the share of heavy 
industry in total production of consumer goods was 28.2 per cent, 
whereas that of light industry was 26.6 per cent, and that of food 
processing 45.2 per cent. See Ekonomicheskaya Gazeta, No. 6, 1977. 
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TABLE 1.2 


Changes in domestically distributed net material product 
(Percentage distribution ; distributed NMP = 100) 


и о 


Consumption Net capital formation 
Country 
and Net fixed 
Deriod capital Changes 
Total Personal Social Total formation in stocks 


Bulgaria 


1966-1920 poe see ea 67.0 64.4 2.6 33.0 20.0 13.0 
О... 71.9 68.2 3.7 28.1 
2119751980... 74.0 26.0 

Сгеспооуа аа 
7196 6-е о. 76.7 58.8 17.9 23.3 13.8 9.5 
Пе 73.0 54.2 18.8 27.0 18.5 8.5 


German Democratic Republic 


1 966-197 ete ae oes 78.4 69.4 9.0 21.6 18.6 3.0 
колесе. 77.6 67.3 10.3 22.4 18.8 3.6 
Hungary 
966-970... 76.5 68.1 8.4 25:5 15.5 8.0 
1911975 ее... о... > 66.3 9.2 24.5 19.7 4.8 
ай 1976-1980......... 73.0-75.0 27.0-25.0 
Poland 
РУДИ оси. oars ots 72.3 62.0 10.3 РО! 21.3 6.4 
Е се то 65.0 54.9 10.1 35.0 27.8 7.2 
Котата 
ОБО: се. pip ти Sue 28.8 
Planer S721 9752 agh 2.3 68.0-70.0 ae hs 30.0-32.0 
НЫ See hess eo. = 65.9 Pe 5% 34.1 
Pam S 716-1 9800 ....... 66.0-67.0 ae om 33.0-34.0 


Soviet Union 


ОО Olea ial dew se. sia. 71.9 44.4 27.4 28.1 16.6 11.5 

О-В Ж ee oicict a es 8 73.8 42.6 32 26.2 16.5 9.7 

Planet 976-1980. ....... 75.4 41.3 34.1 24.6 5:2 9.3 
Byelorussian SSR 

Об олень. 68.4 50.6 17.8 31.6 15.7 RS 

ПОС escent aes ss ses 75.0 55.5 19.5 25.0 14.3 10.7 

21311976-1980......... 78.0 57.2 20.3 22.0 13.4 8.5 
Ukrainian SSR 

ПИ cece take cues 22 74.1 55.8 18.3 25.9 15.7 10.2 

MSO Sonne 3 euaces ihc os ie 73.0 55.0 18.0 27.0 16.9 10.1 

Plan 1976-1980......... 78.0 Sie 20.3 22.0 14.7 1/48) 


Sources: As for table 1.1. 
® At current prices. 


programmes have been selected to “ensure positive cent) industries.‘° Poland has elaborated 92 key projects 
changes in the micro-structure of industrial production”. 


: а] м 
The Share of these | in total industrial pee i3 “Czechoslovakia between the 14th and 15th Congresses of 
duction in 1975 was 12.5 per cent, and higher in the the Communist Party of Czechoslovakia”’, in Czechoslovak Economic 


engineering (28.4 per cent) and consumer goods (15.2 per Digest, No. 1, February 1976, р. 28. 


14 The five-year plans for 1976-1980 in eastern Europe and the Soviet Union 


TABLE 1.3 


Growth of gross product by kind of activities in the material sphere 


(Average annual percentage change over the end year of the previous five-year period) 


er ттт 


Country and period Total Agriculture * Industry Construction Transport Trade 
2 
Albania b 
ЧАЯ) 
1966-1970 eee 2 5.9 12.9 oe ha 
о чи. 6.5 5.9 8.7 9* Ле 6.2 
Pian 1916-98 а: ne 6.7-7.1 7.1-7.6 oe 5.4-5.7 4.1-4.6 
Bulgaria 
бб ое, 9.6 4.8 10.9 12.0 10.5 10.9 
С о css ОНО 7.8 Dee 9.0 5.8 ты 13.6 
21ап11976-1980. и... 25 972 a. a as 
Czechoslovakia d ¢ a 
1966-19... 6.7 3.5 6.8 7.9 3.4 10.6 
ПИ ИДУ. с о coe ake shim oree es 5.7 2.9 6.6 8.2 4.9 5.6 
Е О ул абавоас 2.7-2.8 5.7-6.0 6.2-6.5 ; ws 
German Democratic Republic 
966-1970) moire ео 6.3 1.9 6.5 8.3 9.1 3.5 
Е М о РО 6.0 2:1 6.5 ay | 4.7 5.9 
Planyi976-1'980)qeqeen eeomcaemene 310% 6.0 5.0 г 
Hungary 
966-1970 юрта ete 6.4 2.8 6.3 10.7 Wee 9.4 
О. 2 6.2 3.4 6.5 5.4 6.2 6.9 
Planet97.6-1:9 80ers sie 3.2-3.4 6.0 5.5-6.0 
Poland Е 
1966-19. а. 7.2* 2.9 8.3 8.6 8.8 6.1 
О о eens meas 10.1* Зы! 10.4 13.9 11.2 11.0 
2 ап: 976-198 нь 3.0-3.5 8.2-8.5 7.4-7.7 
Котапа Е 
196 6-19 kro rn eres 8.8 4.2 11.9 LS 92 8.4 
LOTUS OTS о 10.6 4.6 12.9 6.9 11.1 8.2 
ОО Ио боробобеаюо 8.5-9.5 5.1-7.6 10.2-11.2 
Soviet Union 
966-19 70 secs ss Saeco 7.4 3.9 8.5 7.4 6.7 8.0 
ть оО 6.3 25 7.4 6.0 6.4 6.4 
Planvl97G-V980 hear ean ean: 5.9* 21-32 6.3 оо 5.7 
Byelorussian SSR 
196 6-19 1 Oise eee nurs Uae Sal! 12.4 9.9 7.4* ПИ 
О О nce sates ми. 8.2 2.6 10.4 6.2 6.5% 7.4 
С осо оововов Sis 233 7.4 6.5 
Ukrainian SSR 
LOG G-19:7 0 ees cero ce ate ee uk: 67 3.2 8.3 п 5.4 8.2 
OMEN о в 57 2.9 Tell 6.6 3.8 6.2 
Plant 976-1980 eas сою вок Syl 25 5.9 al 


Source: As for table 1.1. 
Note: Agriculture includes forestry. Transport includes communications. ° Retail trade only. 
> Average annual percentage changes calculated on the basis of previous five-year * Global product. 
period total. ® Trade in terms of net material product. 
> Freight transport. * Transport in terms of net material product. 
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TABLE 1.4 


Structure of the national economy by activities in the material sphere: 
net material product, active population and fixed assets 


(Percentage share; material sphere = 100) 


а о, ране ae 


See Sl.) eg #46224 1970 1975 
Active Fixed Acti Fixed Fixed 
NMP population assets NMP а и NMP pai he: aed 
в eee NE ito sees о ое 
Bulgaria 
Agriculture ...... 33.4 50.8 24.1 22.6 41.1 20.5 21.9 34.2 18.2 
Industry at ae 45.0 29.5 46.3 49.1 34.9 92.3 51.3 39:2 54.4 
Construction ..... 7.3 7.8 2.2 8.7 9.7 2.9 8.8 9.5 3.4 
тапзроте en ee 4.5 57 24.2 6.9 6.9 20.8 8.2 7.4 19.8 
Trade а RIO e tit 5.8 Bel 9.9 7.0 3.4 7.8 9.2 3:9. 
Residualta ais hele 21 0.4 0.1 2.8 0.4 0.1 2.0 0.5 0.1 
Czechoslovakia 
Agriculture ...... 12.0 255 11.6 10.1 22.6 11.9 8.3 19.0 12.3 
Ну В. 66.4 62.1 64.4 
Construction ..... 9.3 po? ae 11.3 } as } => 12.1 } к } 2g 
Eransport sara ae 2.4 8.0 27.9 3.8 8.4 26.4 2.2 8.1 24.4 
там ыы oh: 8.5 10.2 11.3 1572 11.9 178) 
Вемана!........ 14 0.3 в 14 и 11 Wades 
German Democratic 
Republic 
Agriculture stan 13.8 18.4 13.1 11.6 15:5 13.6 10.0 13.9 13.0 
зу nye) tek oc 59.2 60.7 } } 62.2 } } 
Construction ..... 7.4 30-2 oan 8.2 372 ee iy eee id 
тапочек 5.4 8.8 18.4 5.2 9.1 16.5 4.9 9.4 15.2 
У ОО sg. 3: 4 12.5 13.8 12.6 13.4 } 13.3 131 } 
: 57 
Readial. 1 S50 1.7 2.1 2 1.6 2.8 ae 1.6 3.6 ‘ 
Hungary 
Agriculture). 2... 24.2 35.3 14.4 Naha 31.1 15.8 16.3 27.3 18.9 
ПУ ое. 42.1 43.2 } } 47.0 } 
47.8 41.0 50.9 44.1 БУ 45.3 
Construction ..... 10.7 12:1 12:9 
‘PranspOrtes 2s acne’. 6.0 8.2 32.3 6.5 8.5 28.7 6.1 9.2 24.1 
та о. 15.7 8.7 123 15.0 9.5 } 11.4 ae aoe } 11.7 
Residiial са, 3.3 - 53) — : 
Poland 
ApTiCUILUIG, . ss. ~ + 23.2 44.4 92.5 ПУ, 5 39.8 29.3 12.6 357 25.5 
ENVUStE Ven oie co ters 45.0 29.5 38.7 49.8 Эт 42.4 52.1 3235 46.3 
Construction ..... 10.2 9.0 2.2 11.4 10.6 2.8 13.3 12.9 Вай 
1 6.3 led 19.9 6.5 8.0 18.6 7.4 8.1 17.7 
PTAaNspOrte es 2. es 
6.8 3.4 11.8 6.3 3.8 12.6 7.6 3.1 
а ко tort LIES MG > а. 
Residual. 3 0 os 3.8 2.8 SES 3.0 Siu 3.1 . 
ее 283 62.4 21.9 19.1 54.9 18.4 16.6 43.0 15.8 
Agriculture ...... . : 586 571 
Поза... 48.6 a 54.6 ei } 34.3 51.8 за } 43.7 } 62.1 
i 8.4 . : 
Construction ..... i ine ioe a 53 18.7 56 63 17.3 
Transport ....... . у 4.5 ie 10.6 62 р 
ее 7.5 4. 3.9 ie an } 4.8 т. 08 8 
Везана.. ..... 1.5 0.6 : 
Soviet Union 
22.7 37.9 21.4 22.0 31.7 20.0 16.8 29.1 20.9 
auto ee aa А 46.7 51.1 VE 48.0 52.7 37.6 47.8 
А at alae a ег 3.3 10.4 10.0 4.2 11.4 10.9 4.3 
а 60 9.8 23.0 5.6 10.3 22.0 63 11.3 21.3 
Transport ...:-.. : т 6.2 91 65 9.9 ate 
rade y дос оо 5,9 . 5.6 я 12 } 5.8 63 1.2 . 
4.4 1.2 
Везаца съ. : ee 


eS Se SS ини 


Sources and notes: As for table 1.3. 


1965 
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in which investment expenditures should be concentrated. 
In Hungary, the most important development program- 
mes refer to the utilization of natural gas, petro-chemicals, 
aluminium industries, manufacturing of public-utility 
vehicles, computer techniques, and the application of 
complex building methods with light structures. Five 
priority programmes in the German Democratic Republic 
relate to the production of machinery and equipment, to 
the utilization of domestic energy resources and raw ma- 
terials, to production of consumer goods, to that of 
components and parts for machinery, and to export- 
oriented branches. In Romania, besides the basic pri- 
orities in industrial development programmes, special 
attention is being paid to the building up of labour-inten- 
sive industries with a view to improving regional structures 
of employment and stimulating increased employment 
of female labour. 


Co-operation within the CMEA has been intensified 
in the same branches. Five joint, goal-oriented (tselevoi) 
programmes for a period of 10 to 15 years were approved 
at the 30th Session of the CMEA in July 1976. The 
programmes refer to co-operation (1) in fuel, power and 
raw-material-supplying branches (including the building 
up of nuclear power production and engineering) ; (2) in 
machine building (75 per cent of the items included in the 
nomenclature of machine building should be produced 
in no more than two countries, and about half in only 
one country); (3) in the food complex; (4) in the industrial 
consumer-goods complex; and (5) in the development 
of transport infrastructure.” 


Development programmes in the five-year plans for 
1976-1980 relating to agriculture are influenced a great 
deal by trends towards the formation of an agro-industrial 
complex, i.e. of increasing the level of integration of 
agriculture with the other sectors of the national economy. 
The decline in the share of agriculture in total output will 
continue owing to considerably lower rates of growth 
in relation to those of over-all expansion. Within agri- 
culture, priority is being given to crop production in the 
majority of countries. Only in Bulgaria has priority to 
the livestock sector been explicitly mentioned. The pro- 
duction of grains has remained the key strategic issue 
in agricultural development. In addition, programmes 
for expansion of production of non-grain crops, partic- 
ularly of vegetables, fruit, sugar-beet and fodder crops, 
have gained in importance in comparison with the previous 
five-year period. (For details, see section on agriculture.) 


Construction is a sector where development program- 
mes are not highly elaborated in published documents 
referring to the five-year plans. The inter-country pattern 
of relative growth coefficients during the period 1971- 
1975 indicates a relative lagging behind of construction, 
at least in Hungary, Bulgaria and Romania (see text 
table below). This fact is fully recognized in Hungary, 


и It has been underlined that ‘in comparison with previous 
periods, it was an Improvement that the plan identified only a few 
central development programmes, those that actually promote the 
intensity of the economy”, see В. Csikés-Nagy, op. cit., р. 301. 

15 О. Rybakov, op. cit., pp. 65-70. 


where construction has been mentioned as the biggest 
bottleneck in the macro-structure of the national economy. 
Complaints about the unsatisfactory situation in con- 
struction have also been reported in Bulgaria, where the 
recent organization of a national construction complex 
indicates an increasing concern on the part of policy 
makers with the development problems of this sector. 
In Romania, the situation is very likely also strained, 
owing to the high rates of over-all expansion of the 
country’s economy. In other countries also, Czechoslo- 
vakia and the Soviet Union, for instance, measures 
aiming at stepping up efficiency in construction have 
been applied. (For details see sections on investment 
in this volume and in Part I, chapter 2.) 


The data on the share of construction in NMP, active 
population and fixed assets confirm that construction 
has remained, in relative terms, far behind the develop- 
ment of industry 18 (table 1.4). In all countries where 
separate data on construction are available (Bulgaria, 
Poland and the Soviet Union) a very high level of labour 
intensity and a very low level of fixed assets intensity 
in relative terms are common characteristics of the factor 
input mix in this branch. Development programmes 
aimed at the introduction of industrial methods in cons- 
truction are largely in the initial stage. 


Relative growth coefficients in construction 


Plan Plan 
1971-1975 1971-1975 1976-1980 

Albaniay о. ne 0.78 Ae 
Bulgaria .. . su “4 0.73 - 
Czechoslovakia . . . 1.31 1.44 1.26-1.33 
German Democratic 

Верное с Е 1.02 0.94 0.98-1.02 
Hungary с... 1.27-1.33 0.85 1.02-1.05 
Poland’. .... 1.42 1.06 
ПО вонь с о 0.61 a 
Soviet Union . : 1.07-1.15 1.05 BE 
Byelorussian SSR . . 0.78 1.08 
Ukrainian SSR 1.43 1.45 


Sources: As for table 1.1. 


Another major sector where a new approach is reflected 
in development programmes is transport. The targets 
for 1976-1980 here are not complete, and very rarely 
provide global indicators for freight and passenger 
transport. Past structures show unusually low shares 
for transport in NMP in the most developed countries 
of the region, Czechoslovakia and the German Demo- 
cratic Republic. It seems, however, that the low level 
of tariffs for transport services has been largely respon- 
sible for this. The data on the share of transport in 
active population and fixed assets suggest strongly that 


16 Active population is synomonous with labour force or total 
employment, i.e. includes wage- and Salary-earners, collective 
farmers and persons employed outside the socialist sector. 
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in most countries prices ruling in this sector have been 
below the level of wholesale prices in industry .}’ 


Special programmes for transport have recently been 
worked out in some countries, and changes in the man- 
agement pattern implemented. In Bulgaria, the formation 
of a unified national transport system is under way. In 
Poland, special long-term programmes of development 
for the period up to 1982 were approved in November 
1975. High priority has been given to railway develop- 
ment, and to a massive port construction programme. 
In the Soviet Union, the Central Committee of the Com- 
munist Party and the Council of Ministers have recently 
approved a special decree on the development of railways 
during 1976-1980.° The process of building up infra- 

Structure for transporting’ energy and fuel is being 
accelerated. As mentioned earlier, co-operation within 
the CMEA area has taken on primary importance in 
the field of transport and a recently approved long-term 
programme aims at the co-ordination of transport 
policies in the member countries with a time horizon 
of 1990. A wagon pool has now been established. Co- 
ordination in the building of highways is another impor- 
tant component of the joint programme. 


Another aspect of macro-economic structure is related 
to the share of the activities of the non-material sphere 
in the total economy. As output data for the non- 
material sphere do not exist,’® the relative share of this 
sphere can be shown only in terms of active population 
and fixed assets (table 1.5). The trends in active popu- 
lation indicate an increasing share of employment for 
the non-material sphere in all the countries of the region. 
The plans for 1976-1980 support this development and, 
in some countries, the entire increase in manpower 
expected during the quinquennium will be employed in 
activities in the non-material sphere (excluding employ- 
ment in government activities). As far as fixed assets 
are concerned, the global data indicate that relative 
shares are declining. This decline can be fully accounted 
for by changes in the relative share of dwelling stock. 
Fixed assets in the activities of the non-material sphere, 
net of housing stock, show an upward trend, but the 
pace is lower than that of increase of employment, 
which is in accordance with the relatively high labour 
intensity of these activities. 


17 Statistical data on the relationship between prices of industrial 
products and those of transport services are not available. However, a 
comparison of differences in relative labour productivity and capital 
intensity in industry and transport indicate a distortion in price 
relatives between these two branches. In 1975 in Poland, for 
instance, the relative coefficients were as follows (national economy 
== 1): 


Industry Transport 
NMP—labour ratio ....... 1.60 0.91 
NMP—fixed assets ratio 1213 0.42 
Fixed assets—labour ratio 1.42 2.19 


Source: Computed on the basis of data in table 1.4. 

18 “Оп measures for the development of rai! transport in the 
period 1976-1980’, in Izvestiya, 13 February 1977. 

19 According to the methodology applied in national (macro- 
economic) accounting in east European countries and the Soviet 
Union, services in the non-material sphere are not included in the 
formation of gross or net output (material product). See Studies in 
Methods, Basic Principles of the System of Balances of the National 
Economy, United Nations, New York, 1971, Series Е, No. 17. 


The social programmes of the 1976-1980 plans incor- 
porate programmes of investment for the activities of 
the non-material sphere, but published targets are sparse. 
The few data available on global trends indicate that 
the pattern of planned investment spending does not 
involve an accelerated pace of expansion in the non- 
material sphere in most countries. In Romania, for 
Instance, the plan envisages that 90 per cent of state 
investment spending will be allocated to the material 
sphere. 


(iv) Factor inputs and efficiency 


In all the five-year plans for 1976-1980 labour produc- 
tivity takes on the most prominent role as an element in 
the planned growth of national product. Targets implying 
a 90 to 100 percentage share in the increase of NMP 
attributable to increases in social labour productivity 
are stipulated in almost all countries. Accordingly, 
the labour force in the material sphere is planned to 
remain at the 1975 level or to increase at rates consider- 
ably below 1 per cent. 


As additional supplies of labour and material inputs 
(raw materials, energy and fuel and capital goods) become 
scarcer in relation to the requirements of over-all eco- 
nomic expansion, policies are more and more directed 
towards the rational use of factor inputs (promotion of 
labour-, material-, energy-, and capital-saving techno- 
logies), and towards increased efficiency, not only of 
particular factors but in global terms. Special attention 
has been paid to the quality factor at all levels and stages 
of the production processes. These new elements are 
accentuated to such a degree that the five-year plans for 
1976-1980 cannot be treated just as plans based on a 
strategy of intensive growth—they are also plans based 
on a strategy of quality of growth.” 


The foundation for such a policy orientation has been 
provided by recent developments in supplies of production 
factors and by future prospects in this field. Past trends 
relating to factor input and efficiency indicators for the 
decade between 1965 and 1975 are presented graphically 
in charts 1.1 and 1.2. The data pertain to global indi- 
cators for active population and fixed assets. Structural 
problems related to employment and fixed assets in 
industry and agriculture are treated in subsequent 
sections. 


Past trends in the /abour force (active population) for 
the whole economy and for employment in the material 
sphere have been characterized by a very slow rate of 
growth in most of the countries of the region. An average 
annual percentage increase below a level of 0.5 per cent 
was recorded in the German Democratic Republic and 
Romania over the whole 1965-1975 decade, and in 
Hungary and Bulgaria (material sphere only) in the 
second half of the decade (table 1.6). In Czechoslovakia, 


20 The importance of transition to “all-round” (vseobshcha) 
intensification of economic growth in the period 1976-1980, as a 
qualitative change in global development strategy, was underlined 
in the discussion on problems of economic growth in Bulgaria held 
in the Economic Institute of the Bulgarian Academy of Science in 
March 1976. See P. Dobrev, “Scientific conference on problems 
of economic growth’, in Ikonomicheska Mis’’l, No. 6, 1976, 
pp. 109-110. (In Bulgarian.) 
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TABLE 1.5 


Active population and fixed assets in the material and non-material spheres 


Bulgaria 


Material’ р ет ее 
ЕН © ос renee nace 
ОРУ: НО ее 


Non-material sphere excluding housing 


Czechoslovakia 


Materialsphere: = sce. ets teste 
INon-inaterialisphiere meus cr. ее 
Ofawhichss Housing weasel nine mene 


Non-material sphere excluding housing 


German Democratic Republic 


Маепа роет о ye connote iret 
INon-materialisphete mn. ое 


Hungary 


Materialisphereus<-srsra eee neens 
Non-material sphere ........... 
Of Which SHOUSING = -aaeaee eres 


Non-material sphere excluding housing 


Poland 


Materialispheremems еее 
Non-materialisphere -.......... 
Ofawhich HOUSING 6 Бооопоовб 


Non-material sphere excluding housing 


Romania 


Materialispheremarcn aeons 
Non-materialsphere) 3.) 405 6s se 
ЯНОВ ИНН peewee eee 


Non-material sphere excluding housing 


Soviet Union 


ВЕ 9 6 оаораборбонос 
Non-material sphere ........... 
Of Which sHousing sree ee 


Non-material sphere excluding housing 


Byelorussian SSR 


Matenialispheressmn.me cee en ten 
Non-material sphere ........... 
Ofwhich: Housingyy en on eenee 


Non-material sphere excluding housing 


Ukrainian SSR 


Material sphere 
Non-material sphere 

of which: Housing 
Non-material sphere excluding housing 


Sources: As for table 1.1. 
в Including communal services. 
P1973), 
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Е dean + < 
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a) Oe! ee ke 


ие о cee ie 


ООО 


ое et eine 


ou he? cei) (eb) en <6 


ee Ot See yy 


(Percentage share, total = 100) 


1965 


89.2 
10.8 


86.5 

35 
eae 

Wily 


89.8 
10.2 


81.5 
18.5 


85.3 
14.7 


Active population 


1970 


86.9 
ИЕ! 


85.1 

14.9 
2.68 

12.3 


89.7 
10.3 


79.4 
20.6 


83.4 
16.6 


1975 


84.6 
15.4 


83.7 

16.3 
3.08 

13.3 


88.5 
IRS 


78.0 
22.0 


81.6 
18.4 


Fixed assets 
1965 1970 1975 
58.5 64.4 67.6 
41.5 35.6 32.4 
30.0 23.6 19.8 
5 12.0 12.6 
65.3 66.6 66.7 
34.7 33.4 33.3 
239 22:5 21.9 
10.8 10.9 11.4 
55.4 59.1 63.6 
44.6 40.9 36.4 
56.1 58.9 62.3 
43.9 41.1 37-7 
327 29.5 26.7 
11.2 11.6 11.0 
52.5 56.3 62.2 
47.5 43.7 37.8 
32.2 292 25:5 
15 14.5 12.3 
67 68.5 92 
38.3 31.5 27:9. 
252. 24.8 19.7 
Е 6.7 8.2 
59.9 61.7 64.1 
40.1 38.3 35.9 
26.5 РЭ 23 
13.6 14.6 14.7 
b 
59.6 62.6 64.8 
40.4 37.4 35-2 
28.8 25.5 22.6 
11.6 1:9 12.6 
59.2 62.5 64.5 
40.8 BES SSSI 
28.9 24.8 22.2 
11.9 Wag 323 
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a pronounced slackening in the growth of employment 
was recorded during the period 1971-1975. Only Poland 
and the Soviet Union have maintained a relatively high 
rate of growth of labour force (2.2 and 1.8 per cent 
respectively) over the whole decade under review. 


Data on future trends are not available for all countries. 
However, forecasts do not indicate any likely improve- 
ment in labour supplies — downward trends will most 
likely dominate. In that regard, even Poland, a country 
that has at its disposal ample labour resources, might in 
the future join the group of countries with an average 
annual increase not exceeding 0.2-0.3 per cent. 


The forecasts for Hungary and Bulgaria do not indicate 
any improvement in the strained situation with respect 
to labour supplies for 1976-1980. The planned increase 
in manpower for 1976-1980 in Bulgaria (77,000 or 
0.3 per cent average annual percentage increase) is less 
than half the actual increase in 1971-1975 (170,000). 
Employment in the material sphere is planned to remain 
unchanged. For Hungary, it has been forecast that the 
total increase in active population for the 1975-1990 
period might be around 150,000 persons (an average 
annual percentage increase of about 0.2 per cent). The 
trends forecast for active population in Czechoslovakia 
show a steeply declining tendency: the growth in active 
population for 1976-1980 might be around 200,000 per- 
sons, roughly a half of the increase in the period 1971- 
1975. The declining tendency might continue at the 
same pace, which would result in a sharp decrease in 
the growth of active population to 80,000 during the 
1981-1985 period. A reversal of this trend is not expected 
before 1985. The trends in active population forecast for 
Poland are similar to trends in Czechoslovakia with a 
time-lag of one quinquennium. The growth of active 
population might increase by between | and 1.1 million 
persons during the period 1976-1980 (average annual 
percentage increase of 1.2 per cent), and by about 400 
thousand only (0.4 per cent per annum) during the period 
1981-1985, with a tendency to further decline. It is 
possible that this trend will be reversed only in the last 
decade of the century. Data on increases in active popu- 
lation in absolute figures are shown in the text table 
below: 

Increase in active population 


(In thousands, for five-year period) 


Forecast 
1981-1985 


Forecast 


1966-1970 1971-1975 1976-1980 


Bulgaria. ..... 208 169 77 
Czechoslovakia. . . 556 402 200 80 
German Democratic 

Republic... . 92 179 300 
Нопрагу a 5 4 o « 331 105 50-60 
INEM соо 1 654 1771 1000-1100 400 
Romania ..... 191 275 
Soviet Union. . .. 10090 11 170 
Byelorussian SSR . . 402 425 


Ukrainian SSR... 1 465 


Sources: As for table 1.1. 


Decreases in the active population are the result not 
only of demographic changes in the previous period, but 


also of employment policies. The need for additional 
manpower has resulted in policies of stimulating employ- 
ment of the working age population of both sexes. Partic- 
ipation rates (active population as percentage of total 
working age population) were already 80 per cent or 
more in 1975. The most considerable changes have 
occurred in relation to female employment.” The partic- 
ipation rate of the female population has now reached a 
level which does not differ significantly from that of the 
male population (see text table below): 


Active population as Non-active population 
percentage of working as percentage of total 
age population in 1975 population in 1975 
Total Female Male 
Bulgariay- ве... 82.6 = ae 50.5 
Czechoslovakia .. . 88.2 86.5 88.7 50.2 
German Democratic 
ЗИ Gg a ос TREE TRIE TELE 52.7 
опраху ве 6 e 79.8 SAUTE She) 51.6 
Poland.) а. 85.0 50.2 
Soviet Union... . 89.0 50.1 


Bringing in additional labour resources through the 
employment of pensioners and older people can only 
marginally influence the general trends. In Czechoslo- 
vakia, however, the number of employed persons of 
post-retirement age has reached 600 thousand in recent 
years (8-10 per cent of total active population). In 
the Soviet Union, a decree on stimulating the employment 
of pensioners was passed in 1973.2? Strains on the labour 
market are being intensified by the introduction of 
measures that will considerably reduce the available 
work force. Among the most important of these may be 
listed a general trend towards cutting down the working 
week, the introduction of child-care allowance systems,” 
the widening of the scope of pension schemes through 
the lowering of the retirement age, and the extension of 
general education, with an increasing share of the younger 
generation attending high schools and universities. 


An analysis of changes in the structure of employment 
shows that in all countries employment in the material 
sphere has declined, while it has increased sharply in the 
non-material sphere. Trends may continue in the same 
direction. However, the global data on employment 
in the material sphere mask the structural changes which 
have taken place within the material sphere. As is shown 
in the section on agriculture, the share of the total active 
population employed in agriculture has been declining 
at annual rates exceeding 2.5 per cent in most countries, 
and this has been the main influence on the rather flat 
trends in employment in the material sphere. If employ- 
ment in non-agricultural activities is taken by itself, the 
rates of growth are considerably higher, and in some 


21 In the German Democratic Republic, for instance, trends in 
female participation rates were: 44 per cent (1950), 62.0 per cent 
(1960), 74.9 per cent (1970) and 78.7 per cent (1975). See E. Sachse 
and Е. Stiller, “Planning of social labour resources” in Wirtschafts- 
wissenschaft, No. 2, 1976, p. 247 (in German). 

22 Ekonomicheskaya Gazeta, No. 40, October 1973. 


23 In Czechoslovakia, the number of women оп maternity leave 
rose from 145,000 in 1970 to 277,000 in 1973 and 345,000 in 1975. 
See Czechoslovak Economic Digest, op. cit., p. 16. 
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countries (e.g. Romania) exceed those of the поп- 
material sphere. Going one step further, however, 
there are some contrasts within the non-agricultural 
sector. Rates of growth of employment will be below- 
average in industry, and above-average in other activities 
(trade, transport, construction). The slowdown in 
industrial employment was very pronounced in the final 
years of the 1971-1975 period in most of the east European 
countries. Data on increases in numbers of employees 


in the socialist sector of industry are shown in the text 
table below. 


Employment in the socialist sector of industry 
(т thousands) 


Total Increase in employment in 

employment relation to previous year 

1975 1974 1975 

IBUlgaridge: ue... 1 297 34 20 
Czechoslovakia . . . 2 853 28 31 

German Democratic 

Republic с"... 3 262 12 15 
Elunpary) uo": 25. 1 744 16 —11 
Ро... 4 668 110 68 
Вотпаа tes = > 2 800 176 141 
Soviet Union... . 35 054 558 621 


Sources: As for table 1.1. 


These trends to structural shift will most likely continue 
in the future. 


There are only a few data on changes in employment 
in the material sphere for 1976-1980. It looks as if the 
entire increase in employment in Hungary and Bulgaria 
will be concentrated in the non-material sphere. The 
Prime Minister of Czechoslovakia has emphasized that 
the planned increase in NMP should be achieved “through 
the work of the existing pool of manpower”. The 
emphasis in employment policies, therefore, is on increas- 
ing the rational use of available manpower, and on the 
improvement of manpower management. A major 
objective is to eliminate or minimize labour shortages 
which have appeared in some sectors and regions. 


In Bulgaria, policy measures have been designed with 
a view to discouraging any further outflow of farm labour. 
In Czechoslovakia, re-employment of labour within 
the material sphere is largely based on the transfer of 
labour from agriculture to non-agricultural activities, 
in particular to industry and construction. In Hungary, 
a tendency to centralize manpower management has been 
very accentuated. The ban on additional employment 
in administrative activities remains in force.*® Even in 


24 Statistics from Czechoslovakia indicate that 300,000 vacancies 
in industry, building and transport remain unfilled because there is 
no available labour. See Rudé Prdvo, 30 October 1975. 

25 It has been reported that manpower reserves have become 
totally exhausted in Budapest and northern Hungary. The demand 
for new workers forecast for 1976-1980 in construction (26,000), 
trade (50,000), transport (15,000), health, education and other 
services in the non-material sphere (about 84,000) will be met to 
a great extent by an outflow of labour from agriculture (a reduction 
of 130,000 in the agricultural labour force is envisaged by 1980). 


Poland labour shortages are very pronounced in some 
sectors, regions and particularly for some jobs. At the 
end of 1970, some 79,300 people were looking for jobs, 
and 40,000 vacancies were available. In September 
1976, about 120,000 jobs were vacant and only 19,000 peo- 
ple were registered as seeking jobs. Vacancies for women 
—scarce until 1973—were twice the number of women 
looking for work. Employment in 1976 increased by 
only 1 per cent (slightly less than 100,000), whereas the 
plan envisaged an increase of about 220,000. In Romania, 
labour shortages have been felt in industry, construction 
and services, and in November, 1976 the National 
Assembly passed bills on the recruitment and deploy- 
ment of manpower, and on the employment of able- 
bodied persons in useful work. 


In the Soviet Union, regional imbalances in the alloca- 
tion of manpower have been reported in the press, partic- 
ularly with respect to areas located east of the Urals. 
Special measures stimulating the transfer of labour to 
this area have been introduced. The development pro- 
gramme for 1976-1980 has provided for the allocation 
of labour-intensive investment projects in areas with 
relatively large labour reserves, particularly in the central 
Asian republics, Kazakhstan and Azerbaidzhan. In the 
European part of the Soviet Union (the central and 
western regions of the RSFSR, the Ukrainian and Byelo- 
russian and Baltic SSRs) investment is mainly oriented 
towards technical reconstruction of existing enterprises, 
and will not require additional labour.”® The introduction 
on a massive scale of mechanization and automation, 
particularly in subsidiary activities, has been another 
element in policies for rational utilization of labour. 
During the period 1965-1975, the increase in employment 
based on mechanized labour in industry and construction 
outpaced considerably that in jobs based on manual 
work. (See text table below.) 


Growth of employment in the Soviet Union 
CUndices, 1965 = 100) 


of which in jobs with 


Total mechanized manual 
work work 
Ind US try een ne ee 121 185 104 
Construction ... . 133 176 111 


i АЭС El 


Source: М. Timokhin, ‘‘Problems of accelerating complex mechanization’, in 
Ekonomicheskaya Gazeta, No. 7, 1977. 


In the long run, demographic measures to stimulate 
natality, and the reforms in the educational system which 
were initiated in the period 1971-1975, can be expected 
to improve supplies of additional labour, and also to 
increase levels of skill. 


In Albania, employment policies have been designed 
differently, in response to differences in the basic charac- 
teristics of the situation. First of all, Albania is a country 
with a relatively high rate of natural increase. The rate 
has exceeded 2.5 per cent in the past, and in 1975 it was 


26 Ekonomicheskaya Gazeta, No. 2, 1976. 
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2.26 per cent. The annual rate of increase of the active 
population during the period 1971-1975 was almost 4 per 
cent. It seems that the new five-year plan envisages an 
acceleration of this rate (see text table below). 


Albania: Changes in labour supply and labour productivity 


(Average annual percentage change) 
ЕЕ Е 


Plan 
1971-1975 1976-1980 
Labour Labour Labour Labour 
supply productivity supply productivity 
Totaleconomy .. . 3.9 il 4.5-5.0* 1.9-2.0* 
Agriculture... . . 3.3 2.4 5.4 13-17 
Пу ee 4.6 3.9 “4.1 2.8-3.2 
Construction ... . 3.0% 5.0* 2 * Diese Delian 


Source: Report on the five-year plan for 1976-1980. 


The pattern of growth in Albania retains basically the 
characteristics of extensive growth. Rates of growth of 
the labour force, global and sectoral, have exceeded 
corresponding increases in labour productivity (increases 
in NMP for the economy as a whole, and of gross output 
for major sectors). According to the plan the pattern 
will not change significantly during the period 1976-1980. 
Indeed, the development strategy for that period is based 
on an even more pronounced degree of labour intensity 
than in the previous period. 


As far as fixed assets are concerned, growth in the past 
decade has been rather closely associated with the growth 
of national output throughout the region (chart 1.1). 
Average annual rates of growth of fixed assets for the 
whole economy were higher in the period 1971-1975 
than in the previous quinquennium in all countries 
except Bulgaria (table 1.7). Nevertheless, the 7.7 per 
cent rdte of growth of fixed assets recorded for Bulgaria 
is the second highest in the region. Data for fixed assets 
in the material sphere show a relatively faster rate of 
increase than the totals for the different countries. As 
has been shown in table 1.5, the share of dwelling stock 
(in value terms) in total fixed assets has tended to decline. 
Investment policies giving priority to the active compo- 
nent of capital goods (machinery and equipment) and 
oriented towards modernizing existing capacities have 
caused a rise in the share of the value of machinery and 
equipment in total fixed assets during the decade under 
review. The text table below shows these trends in the 
five countries for which data are available. 


Machinery and equipment as percentage of the value 
of fixed assets in the material sphere 


1965 1970 


Bulgarian cae eee mee: 38.8 41.8 44.0 
G@zechoslovakias . 2... . 35.0 36.0 39.0 
German Democratic Republic 48.48 50.5 ОР 
ЕП Pan Ver tts ears п 32-2 34.7 37.3 
О nee a eae 35.7 38.7 43.5 


Sources: As for table 1.1. 
в 1967. 


Trends in capital intensity (ratio of the value of fixed 
assets to employment—fondovooruzhenost’ truda) have 
been closely related to those in labour productivity 
throughout the period 1965-1975 (chart 1.2). This implies 
that capital intensity has played a predominant role 
among factors contributing to increases in labour pro- 
ductivity. Indicators of capital intensity for the material 
sphere show steeper upward trends than corresponding 
indicators for the whole economy in all countries. 


Trends in capital intensity and labour productivity 
have been reflected in changes in capital-output ratios 
(COR—fondoémkost’). Increases in labour productivity 
have outstripped those in capital intensity in Czechoslo- 
vakia, the German Democratic Republic and Poland 
throughout the decade, in Hungary during the period 
1966-1970, and in Romania during that of 1971-1975, 
so that the respective capital-output ratios have declined. 
This implies an upward trend in capital productivity 
(fondootdatcha) for the whole economy and even more 
for the material sphere in these countries.” This has 
not been the case in Bulgaria and in the Soviet Union, 
where pronounced upward tendencies in CORs have 
pre-dominated. Table 1.7 shows CORs based on five- 
year averages. 


References to this issue in the plans for 1976-1980 are 
for most countries formulated mainly in a descriptive, 
qualitative way. In Bulgaria, during the discussion on 
the five-year plan for 1976-1980, the objective of reversing 
trends in capital-output ratios was strongly emphasized. 
Fixed assets in the material sphere are planned to increase 
at an annual rate of 5.1 per cent, and as employment in the 
material sphere is not planned to increase, capital inten- 
sity in the material sphere will have to rise at the same 
rate. As the planned rate of increase of labour produc- 
tivity (7.7 per cent) exceeds that of capital intensity, 
capital-output ratios in the material sphere should 
decline (—2.1 per cent annually), possibly reaching a 
coefficient of about 2 units, the same as in the period 
1966-1970. Policy on CORs are clearly related to policies 
on investment. There are two notable features of Bulgar- 
ian investment policies: an unusually high planned share 
(slightly over 100 per cent) for fixed assets put into 
Operation in relation to total investment expenditures, 
and a high share of investment allocated to moderniza- 
tion and reconstruction (about 70 per cent of total expen- 
ditures)."* This should increase the stock of fixed assets 
in the material sphere from 33 billion leva by the end 
of 1975 to 42-43 billion leva by the end of 1980, of which 
48.5 per cent will be new assets. 


Development strategy in the Soviet Union has been 
oriented towards large-scale investment in agriculture 
and energy and raw material-producing branches. It has 
been reported that capital intensity in the national 
economy as a whole is planned to increase by 36 per 
cent, in industry by 34 per cent, and in agriculture (state 


2? Account must be taken of the fact that in the national accounts 
methodology of the centrally planned economies the non-material 
sphere is not considered to contribute to NMP. 


28 5. Stoilov, К. Kiryakov, I. Pashaliev, “Dynamic and efficient 


economic growth”, in Ikonomicheska Mis’’l, No. 6, 1976, p. 12 
(in Bulgarian). 
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TABLE 1.7 


Fixed assets, capital-labour and capital-output ratios 


Ay : j 
(Average annual percentage change; for capital-output ratio coefficients; unweighted averages) 


Fixed assets Capital-labour ratio Capital-output ratio 
Total Mi 
Country and period economy ке. ee ар р ен, 
т мо CEES SPREE _ 
Bulgaria 
ee mH ЗЕ Meme as 8.8 10.9 7.7 10.3 821 2.00 
аа. el! 8.8 6.9 8.5 3.37 
Plan 1976-1980... .. у 5.1-5.4 | | г 
Czechoslovakia 
one. АОИ БЕ 3.8 4.4 2.2 Sal Kin) 3.06 
AW HENGE Seas ore cee 5.4 5.8 4.3 4.8 5.28 2.98 
German Democratic Republic 
U966-19 70m. oc a ss BS 4.8 33 4.8 4.43 2.56 
т. 4.3 5.8 3.8 Sel 4.16 2.51 
Hungary 
966-1970 ое. - 4.6 5.6 3.2 4.0 4.78 270 
ПЕС К о во 6.3 AES 5.9 7.4 4.65 2.84 
Poland 
1966-197 Oe sete. a ans 4.5 5.9 92 4.0 5.14 2.82 
LITA NET ISS Ai ste ae rae ee 5.6 8.0 she) 5.8 4.48 2.67 
Romania 
1966-19. (ера e's 8.6 8.1 ох 355 
О бы 9.6 8.9 abe 3.34 
Soviet Union 
LOGGEEOT OS. Metts 7.4* 8.1 5.5 6.7 3.00 1.83 
И Cre ireed eg Aen 7.9 8.7 6.0 ee Seal 2.03 


Sources: As for table 1.1. 


and collective farms) by 60 per cent during the period 
1976-1980. This implies an increase of about 48 per cent 
in the total stock of assets in the material sphere (or an 
average annual increase of 7 per cent). Such a pattern 
of growth of fixed assets, NMP and employment, will 
involve a rise in capital-output ratios in the material 
sphere (by slightly more than 2 per cent yearly). Accord- 
ingly, the capital-output ratio coefficient might increase 
from an average of 2 units for 1971-1975 to about 2.2 units 
for 1976-1980.2° The pattern of investment expenditure 
discussed earlier is the main factor involved in this ten- 
dency. 


(v) Price trends and policies 


The implementation of the development objectives 
set out in the five-year plans for 1976-1980 involves 
modification and adjustment in the institutional pattern, 


29 Е. Kotov arrives at similar conclusions in “Тре dynamic 
character of the Soviet economy”, in Ekonomicheskaya Gazeta, 
No. 46, 1976, p. 12. 


and in the system of management and planning. These 
changes started in the final years of the last quinquennium, 
and some of them are to be carried out in the initial 
years of the current five-year period. The comprehensive 
reorganization of management in industry and agri- 
culture is certainly one of the most important of these 
changes. The objective in this case is to concentrate pro- 
ductive capacities in order to organize large-scale techno- 
logically and economically optimal productive units. 
These reforms require new forms of co-ordination be- 
tween productive units, with the establishment of produc- 
tion associations. In some countries, production units 
have been integrated with scientific and research insti- 
tutes and centres to form scientific-production asso- 
ciations. Some plans refer to these changes and call 
for the wholesale reorganization and building up of an 
appropriate economic mechanism. In that regard, the 
Bulgarian plan is the most explicit. In addition, the 
plenary session of the Central Committee of the Bulgarian 
Communist Party, held in August 1976, decided to 
accelerate the process of institutional changes. In most 
countries, new forms have been introduced and extended 
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gradually. Modifications in the system of economic 
regulators and the strengthening of the role of central 
policy measures—for instance, in the field of investment 
programmes, employment policy, prices and incomes— 
have recently added new elements to the economic mecha- 
nism in Hungary. 

The emphasis on increased efficiency, on accelerated 
application of new technologies, and on rapid changes 
in product mix, oriented towards up-to-date design 
of goods and towards higher quality, has intensified the 
tendency toward price reforms. Reference to the need 
for new producer prices has been made very frequently 
during discussions on the five-year plans. The economic, 
accounting and incentive roles of prices have been partic- 
ularly stressed. Preparatory work on the revision of 
producer prices did, indeed, start in all the countries 
of the region several years ago. 


The principle of price stability has dominated price 
policy in the centrally planned economies. This means 
that prices set by the government should be changed 
infrequently, and only on the basis of changed conditions 
in production (socially necessary production costs). 
In the past, revision of prices was predominantly of 
a downward character in the field of industrial producer 
prices. During the decade under review, upward price 
revisions have been more frequent, particularly in the 
field of agricultural delivery prices. Consumer prices 
have been more stable than producer prices. Trends and 
policies in relation to the former are treated in the section 
on incomes and consumption. 


Statistical data on price changes are published in 
most of the countries of the region, but global price 
indices for producer prices, industrial and agricultural, 
are available only for Czechoslovakia from 1967, and 
for Hungary from 1968. In addition, a series on industrial 
prices is regularly published in the Soviet Union. To 
supplement these data, therefore, the method of implicit 
price deflators (IPD) has been applied in order to demon- 
strate global trends in price levels in the total economy, 
and for industry and agriculture. The available data 
at current and constant prices for gross and net material 
product allow for a calculation of the IPDs on both 
bases for five countries of the region (table 1.8). 


The changes in prices of industrial products that have 
occurred and their impact on IPDs during the 1965-1975 
period do not lend themselves to generalization. Sta- 
bility of industrial producer prices in terms of IPDs based 
on gross output data (hereafter gross IPDs) during the 
period 1966-1970 was maintained in Hungary, Bulgaria 
and Poland, in the last mentioned country with a slight 
downward tendency. Price increases were recorded in 
Czechoslovakia. In the Soviet Union the increase in the 
gross IPD was the result of the reform in industrial prices 
of 1966-1967. Before that, from 1955 to 1966, prices had 
remained virtually unchanged, and they have not increased 
since 1967. The trends in the IPDs calculated on the 
basis of net output (hereafter net IPDs) largely followed 
the same pattern, except for Hungary and the Soviet 
Union. Price changes affecting material inputs of a non- 
industrial origin might be a factor in the large spread 
between gross and net IPDs for Hungary, but not in the 


case of the Soviet Union. Prices in light industry and 
food processing remained unchanged in that country, 
the rise in prices affecting only branches of heavy indus- 
tries. The trends in the period 1971-1975 show more 
stability for Czechoslovakia, Bulgaria and the Soviet 
Union, with downward trends in the two last mentioned 
countries. In Hungary and Poland, the gross IPDs 
have shown an upward tendency, with an average annual 
increase of 3.5 and 2.5 per cent respectively. 


The available indices on wholesale industrial prices 
confirm, to a great extent, the trends estimated on the 
basis of IPDs (see text table below). 


Producer price indices in industry 
(Beginning year of period = 100) 


Czechoslovakia 
1967-1970. Sh м. а: 106.6 
1970-1975 ea cao ee 100.0 
Hungary 
1968-19709 Je be. es Mae ets 104.1 
19701975 2 121.8 
196821975 tie и 126.9 
Soviet Union 
Turnover tax 
excluded included 
1965-1967. .... 110 106.3 
1965-1970 cece 110 107.1 
1970=1975) ae Se 97.4 97.1 
1965-1975: 107 103.9 


Source: National statistics. 


In the Soviet Union, as mentioned before, the price 
reform of 1967 was concerned mainly with prices for 
products in heavy industrial branches. The index of 
industrial wholesale prices (optovye ceny promyshlennosti) 
rose by 15 per cent in the second half of 1967. The 
corresponding index for light industry and food processing 
remained unchanged at the 1958 level, although new 
prices were introduced in most sub-branches of these 
industries. The revision of prices in light industry came 
into effect on 1 January 1973. The index (on a 1970 
basis) rose by approximately 2.5 percentage points on 
the basis of prices including turnover tax, and by about 
5 per cent on that of prices net of turnover {ах.30 


Trends in IPDs in agriculture are analysed in the 
section on agriculture. The general characteristic of 
these trends is an increase in IPDs for all countries. 
Stable IPDs were recorded only in Czechoslovakia, 
and there only for the 1971-1975 period. 


Trends in gross IPDs for the whole economy are 
influenced to a great extent by trends in industrial pro- 
ducer prices, owing to the dominant share of industry 
in the production structure of all countries. The greatest 
variance between these two series has been recorded in 
Hungary, where the share of industry was between 42-43 
per cent in 1965-1970, and the share of agriculture about 


30 See Narodnoe Khozyaistvo SSSR у 1975 godu, рр. 233-234. 
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TABLE 1.8 


Implicit price deflators of gross product and net material product 
(Indices) ® 


Е a IESE a oc tne dS То у РА ИЩИ, 


Total economy 


Country and period ested ое 

Bulgaria 

USGS-19 70M eee ee 104.2 104.3 

1970-197 Saher ae ee 97.0 93.5 

1965-1975 и. 101.1 97.5 
Czechoslovakia 

965-1970 oe ee eA La) 128.8 

ПО oe eee ee 101.9 99.5 

1965-197 5aeeen сек 130.1 128.1 
Hungary 

1965-197 Olena ee 108.5 113.2 

970-097 Stee ee 114.6 107.1 

Об... 130.1 121.2 
Poland 

1965-197 Omen cen re 100.3* 105.5 

190-1975 Е. 112.6 1737 

1965-95 ее. 112.9* 119.9 
Soviet Union 

96-19. vee wee rots, Ser 107.1 103.3 

97019 TS preteen. 0 98.5 94.8 

1965-1975 Be ee cus apts! © 105.8 98.2 


Industry 


Agriculture 
G N 
retin Е: etek iio 
97.8 96.1 106.9 NG 72,85 
96.4 90.7 114.6 123.2 
94.2 87.1 122.5 138.4 
127.4 125.3 109.3 112.3 
103.3 102.6 102.7 99.6 
131.6 128.6 112.2 111.9 
100.7 80.1 129.4 137.5 
119.2 112.1 112.6 114.2 
120.0 89.8 145.7 157.0 
98.6 103.5 102.0 109.9 
3,2 117.6 132.5 158.6 
116.0 121.8 135.2 174.2 
108.7 92.5 118.7 130.6 
95.8 88.4 114.6 15:2 
103.7 82.3 136.5 149.7 


Sources: Аз for table 1.1. 
8 The beginning year of a given period = 100. 


20 per cent. The variance grew smaller in 1971-1975 as 
the relative shares of industry and agriculture changed 
substantially. The association between gross and net 
IPDs is better for the total economy than for industry. 


All countries have envisaged a revision of industrial 
producer prices for 1976-1980. In Bulgaria the general 
principles underlying the price revision have been 
published.*! Here the reform envisages changes in the 
categories of prices. The multiple and diversified existing 
pattern of prices is to be replaced by three main types of 
prices: wholesale prices, retail prices and internal account- 
ing (v”treshnorazchetni) prices. Maximum prices (/imitna 
tsena) are to be introduced in order to stimulate the 
application of advanced technology in production. For 
imported goods, some kind of shadow price (kalkulativna 
tsena) is envisaged. 


In Czechoslovakia work on the reconstruction of the 
wholesale price system started as early as 1973. The new 
system came into effect as of | January 1977. The prin- 
ciples and policy objectives of price setting are here 
related to cost considerations, and to the role of prices 


31 р. Dimitrov and О. Stanoev, ‘‘Development and improvement 
of prices and price-setting during the seventh five-year plan”, in 
Planovo Stopanstvo, No. 4, 1976, p. 18 et passim (in Bulgarian). 


in planning technological progress and higher quality 
of products. Another objective has been to adjust prices 
to long-term trends on world markets. The new list 
contains over 2 million items. The over-all level of 
wholesale prices has been cut by 2.6 per cent. About 
59 per cent of wholesale prices have been reduced (manu- 
facturing industry mainly) and 41 per cent have been 
raised (fuels and energy and products with a high raw 
materials element). Some price cuts were considerable: 
prices of semi-conductor elements have been reduced by 
more than 80 per cent and of measuring instruments 
by 40 per cent. The restructuring does not affect retail 
prices, which remain unchanged. The differences are 
compensated for by adjustments in turnover tax. 


Changes in industrial producer prices will also be 
introduced gradually in the German Democratic Republic 
during the 1976-1980 period. The emphasis is on stimulat- 
ing the role of prices in promoting the application of 
scientific and technical progress and, in particular, on 
cutting down the consumption of energy and raw mate- 
rials through the substitution of imported material inputs 
by domestic, and the recycling of secondary materials. 
The price reform is linked to changes in financial policy 
measures, and also to the formation of a price equaliza- 
tion fund. 
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The new price policy concept in Hungary, elaborated 
in 1974, has been predominantly influenced by the 
objective of counteracting the adverse effects of world 
market inflation. Accordingly, prices of energy sources, 
ferrous metallurgy products and aluminium, chemical 
products, petro-chemicals, clothing and industrial engi- 
neering products were raised in 1975. The latest round 
of price revisions, planned for 1976, involved the 
power engineering, building materials, timber, paper and 
forestry sectors. Freight transport tariffs were also 
revised.*? The effects of these price changes on the рго- 


ducer price level were as follows (see text table): 


Hungary: indices of producer prices 


(Previous year = 100) 


1975 Plan 1976 
Industrial producer prices... . . 111.0 107.5 
Agricultural purchasing prices. . . 101.0 106.8 
Construction industry prices .. . 104.0 105.0 
Producer prices in other sectors . . 101.8 105.8 
Producer prices — total ..... 106.7 106.4 


Source: В. Csikés-Nagy, ‘‘Price policy at the beginning of the present five-year 


plan’’, in Marketing in Hungary, No. 1, 1977, p. 10. 


It has been reported that the price changes of 1975 
were 85 per cent attributable to central government 
price measures and 15 per cent to market factors. A 
particular feature of the Hungarian price system is the 
fact that the general level of producer prices exceeds 
that of consumer prices. Producer prices contain a 
large element of taxes paid by enterprises, whereas 
consumer prices are linked to subsidies, which exceed 


the volume of turnover tax.®? 


Procurement prices for major farm products were 
raised in Poland as from 14 July 1976 (grain 40 per cent, 
potatoes 30 per cent, sugar-beet 12 per cent, pigs for 
slaughter 19.2 per cent, cattle 20.7 per cent, poultry 
20 per cent, milk 21.2 per cent). At the same time, prices 
of material inputs and services delivered to agriculture 
were raised: for concentrated fodder by 45 per cent, for 
phosphate fertilizers by 25 per cent, for nitrogen and 
potassium fertilizers by 20 per cent, for pesticides by 
30 per cent, for agricultural machines and tractors by 
30 per cent, for spare parts for tractors by 40 per cent. 
Prices of building materials were also increased: by 60 per 
cent for cement, by 40 per cent for lime and metallurgical 


32 В. Сяк6з-Мару, “Price policy at the beginning of the present 
five-year plan”, in Marketing in Hungary, No. 3, 1976, pp. 10-11. 
_ 38 0.Gad6 and T. Nagy, “ Problems of structural accommodation 
in the Hungarian planned economy”, in Marketing in Hungary, 


INow 1, 19775 р, 8. 


products used in construction, and by 45 per cent for 
timber and timber materials. 


Romania thas also carried out a price reform, which 
was finalized at the end of 1976. The new prices are 
envisaged for introduction early in 1977, according to a 
statement by the General Secretary of the Romanian 
Communist Party in a speech delivered in Novem- 
berv1976, 

The five-year plan for 1976-1980 in the Soviet Union 
calls for a further improvement in the system of whole- 
sale prices and tariffs, and underlines the need to raise the 
incentive role of prices in the economical use of factor 
inputs. An enhanced role for prices is also mentioned 
in relation to “the most rational use of natural resour- 
сез”.34 The State Committee for Prices of the USSR 
Council of Ministers has elaborated a programme for 
the “improvement of the mechanism of industrial whole- 
sale рисез”.3° The first step in the implementation of 
this programme was represented by price changes 
effective as of 1 January 1975. Wholesale prices for 
several kinds of machinery (numerically controlled 
machines, metal-cutting machines), some products in 
non-ferrous metallurgy, chemicals, and in the pulp and 
paper industries were reduced, and prices of coking 
coal, coke, iron ore and ferrous scrap were raised some- 
what. As from 1 January 1976, a new price list for 
ferrous metallurgy was to be introduced.*® Close atten- 
tion has been paid to the setting of prices for new types 
of products, and a new methodology for this was prepared 
by the State Committee for Prices in Арш 1974.37 Since 
that time, ministries and other government organizations 
have elaborated more than 60 specialized methodologies 
in this field. Mark-ups are designed to stimulate 
production of new lines of higher quality, and mark- 
downs to destimulate the production of obsolete and 
low-quality lines. The differentiated approach to whole- 
sale price setting will be further developed. For instance, 
prices for coal are to be set at a level which stimulates 
exploitation in the mines with the best prospects (Kansk- 
Achinsk, Ekibastuz). The relationships between prices 
for coal, gas, oil and also between those for oil and 
oil products are to be changed in order to stimulate the 
rational use of these products. The revision of prices 
for electric energy and thermal power has been envi- 
saged.°8 


34 Editorial, “Prices and efficiency of production”, in Planovoe 
Khozyaistvo, No. 10, 1976, p. 5. 


35 М. Glushkov, ‘The economy and prices’, in Pravda, 
8 February 1977. 


bg М. Orlov, “Wholesale prices of industrial products in the 
ninth five-year plan’, in Planovoe Khozyaistvo, No. 9, 1975, 
pp. 50-51. 

37 Ekonomicheskaya Gazeta, No. 30, 1974. 


38 М. Glushkoy, “The improvement of wholesale prices’, in 
Ekonomicheskaya Gazeta, No. 26, 1976. 


2. TRENDS AND POLICIES IN AGRICULTURE 


(i) Global development strategies and 
major policy objectives 


The objectives, targets and measures included in the 
five-year plans for the period 1976-1980 indicate primarily 
the continuation of a global development strategy in the 
field of agricultural production, a strategy which had 
been formulated in the mid-1960s in the Soviet Union 
and all the east European countries. This policy choice 
for the new five-year plan period has been influenced, 
above all, by the fact that the basic factors of production 
determining agriculture development have not changed 
their roles during the past decade. The need for a devel- 
opment strategy orientated to intensive growth factors 
and based on the massive application and dissemination 
of new technologies, most frequently implemented 
through capital investment, has been confirmed by 
past trends. Opportunities to add to the stock of cul- 
tivated land are scarce, and very frequently require heavy 
capital investment. Labour resources available for 
agriculture are declining in absolute numbers and dete- 
riorating in age and sex structure. The main dynamic 
and expansive factor is capital invested in new production 
capacities, material inputs, techniques and the training 
of skilled labour. 


The key factor in agricultural development, the appli- 
cation of additional capital resources, implies the intro- 
duction of industrial technologies and leads to a policy 
of industrialization of agricultural activities as the central 
part of the development strategy. Simultaneously, it 
opens up a process of intensification of technical and 
economic links between agriculture and input-supplying 
activities, a process which leads to the integration of the 
former and latter with the food-processing industry and 
related services (transport, trade, vocational education, 
research) into an agro-industrial complex. Increased 
capital requirements as a prerequisite for further expan- 
sion do not then concern agriculture alone. The sectors 
providing the necessary inputs in raw materials, equip- 
ment, other capital goods and services, present the same 
requirements, and to an even greater extent. Thus, 
possibilities for increasing investment flows to agriculture 
are constrained not only by the level of the aggregate 
volume of funds available, but also by allocational 
factors. Inter-sectoral reallocation would certainly bring 
about a deceleration in over-all economic expansion. 
This fact has found full recognition in the investment 
policies of the east European countries, where the ratio 
of agricultural investment to total investment was between 
11 and 15 per cent during the period 1971-1975, showing 
a declining tendency in comparison with the 1966-1970 
ratios. The data in the plans for 1976-1980 suggest a 
trend in most cases towards further decline, but with the 
ratio remaining above 11 per cent, except in Czechoslo- 
vakia. Bulgaria and Poland, however, have envisaged 
a more intensive level of agricultural investment. 
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The most important exception to this investment 
strategy is provided by the Soviet Union. Here policy- 
makers have opted for a radically different alternative 
in agricultural investment policy; the level of the 1971-1975 
investment ratio was virtually double those of the east 
European countries, and higher than it had been in 1966- 
1970. In addition, a further rise in the investment ratio 
has been planned for 1976-1980, bringing it, for the 
whole agro-industrial complex, up-to 27.4 per cent of 
total investment, the highest ratio of agricultural invest- 
ment ever recorded in the region. Such planned develop- 
ments in agricultural production have certainly been one 
of the factors influencing the planned deceleration in 
over-all economic expansion in the Soviet Union. 


In the Soviet Union and the east European countries 
the growth achieved. in agricultural production has 
required increasing resource inputs and has become 
more expensive. Increasing capital-labour and capital- 
output ratios provide statistical evidence for these trends. 
The attention paid to the efficiency of factors of produc- 
tion and to the need for increased quality in agricultural 
produce are not an innovation in agricultural policies, 
but the emphasis on over-all efficiency has been intensified. 
Frequent reference has been made to the fact that exten- 
sive use of any factor of production cannot lead to im- 
proved efficiency. Optimization, rather than maximiza- 
tion of output, is the essence of the targets envisaged 
in the plans. 


Account has been taken of structural disproportions 
and erratic fluctuations in production, particularly in 
crop production, as factors which do not allow for 
a full, optimum and efficient use of planned resource 
inputs. Structural adaptation between livestock and 
crop production and the emphasis on developing a 
fodder base have determined the development priorities 
in the new five-year plans in the east European countries. 
In the countries where a relatively high share to livestock 
characterized the 1971-1975 period (Czechoslovakia, the 
German Democratic Republic and, to some extent, 
Hungary) priority in the new plans has been given to 
crop production. These policies have been prompted 
also by balance-of-payments considerations. Self-suffi- 
ciency in grain production has taken a prominent place 
among policy objectives in Czechoslovakia, and also in 
Albania (bread grains). Self-sufficiency in sugar produc- 
tion has been explicitly incorporated into the policy 
objectives of Hungary. The minimization of annual 
fluctuations and stabilization of agricultural production 
figure prominently as aims in the Bulgarian and Polish 
plans, reflecting the objective of bringing relatively 
retarded rates of growth into line with domestic consump- 
tion and export requirements. 


It seems that the realization of the aim of increased 
efficiency as a policy objective in the Soviet Union has 
been envisaged in a different way. This reflects differences 
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in natural conditions. Soviet agriculture is based on a 
large agricultural cultivated area exceeding 220 million 
hectares, which means that the Soviet Union has the 
largest area of arable land per capita in the region— 
0.9 ha. per capita compared with less than 0.5 ha. in 
the east European countries (table 2.2). But most of the 
arable land is located in zones with inclement climate, 
characterized by cold weather, lack of moisture and a 
short vegetation period. Areas of poor soil fertility, 
including acid and saline lands, account for a large part 
of the country’s land stock. The efficient exploitation 
of this area, based on modern industrial technologies, 
requires large amounts of capital resources. Advanced 
agricultural technologies developed in the Soviet Union, 
applied on a Soviet scale and with resources available 
in the Soviet Union, do not produce the same results 
as in east European countries where the same technology 
is applied but on a considerably smaller scale. For 
instance, grain yields in the east European countries 
increased from an annual average of 22.7 q/ha. during 
1966-1970 to 28.9 q/ha. in the period 1971-1975. The 
corresponding yields in the Soviet Union were 13.7 and 
14.7 q/ha. respectively, i.e. only slightly higher than one- 
half of the yields recorded in eastern Europe. These 
figures reflect not only differences in climatic and soil 
fertility conditions, but also the lowest input coefficients 
for the application of fertilizers and chemicals for crop 
production in the area, and a coefficient of power intensity 
which is among the lowest (in terms of tractor engine 
horse-power per unit of arable land) in the area. These 
illustrations indicate only some aspects of the complexity 
of the issue. 


The extensive character of Soviet agriculture taken 
as a whole has been changing gradually during the last 
decade, with large-scale investments in the moderniza- 
tion of production capacities and technologies. Taking 
into account the general conditions under which Soviet 
agriculture operates, several options can be considered 
with a view to achieving higher efficiency in the use of 
resources. The option based on a reduction in the area 
of arable land with a view to creating a more optimal 
mix of production factors has not been adopted. Soviet 
long-term strategy has been based on full use of land 
resources, with vast programmes of land reclamation 
(the long-term programme of development of the Non- 
Black-Earth area covers a region of 52 million hectares 
of agricultural land, of which more than a half—32 mil- 
lion hectares—is arable land).' To approach the optimum 
combination of factors of production, huge additions 
of capital investment and deliveries of material resources 
are needed. The increasing share of agricultural invest- 
ment envisaged for the 1976-1980 period is consistent 


Ratio (Percentage) 1966-1970 


with the choice of this strategic option, and underlines 
the fact that one of the highest priorities in over-all 
development strategy has been assigned to agricultural 
development. 


(ii) Expansion of agricultural production 


The rate of agricultural expansion in the east European 
countries and the Soviet Union during the period 1971- 
1975 provides a global indicator of efficiency in the 
implementation of the long-term strategies and policies 
included in the sections on agricultural development of 
the five-year and annual national plans. As is clear from 
the plan documents, projections for 1971-1975 were based 
on estimates of agricultural expansion resulting from 
material and human inputs under normal conditions, 
including climatic. Based on historical trends, it was 
assumed that the rate of agricultural expansion in terms 
of gross product should be around 40 to 50 per cent of the 
expansion rate for the whole economy, which for most 
countries of the region implies an annual rate of increase 
of 3 per cent. It looks as if this assumption has provided 
the basis for the planners’ decisions concerning the 
targets for the new 1976-1980 plans as well. 


The expectations of the planners were not fully con- 
firmed in regard to climatic conditions. Their impact on the 
development of agricultural production has indeed been 
decisive, as material and human inputs have been applied 
largely in accordance with the planned amounts.” With 
the exception of Hungary and, to some extent, of Czecho- 
slovakia, all the countries of the region recorded fluctua- 
tions in annual agricultural output which brought the 
aggregate rate of expansion of agriculture in terms of 
gross output for 1971-1975 down below the planned 
targets, and for Bulgaria and the Soviet Union below 
the rates achieved in 1966-1970 (table 2.1 and chart 2.1). 


Inter-country differences in rates of agricultural 
growth 1971-1975 have been reduced as compared with 
the 1966-1970 profile. But this reduction cannot be 
treated as a factor contributing to a more balanced 
growth of agriculture in the area as a whole. In fact, 
growth rates of agricultural production compared with 
rates of over-all expansion lagged behind in the period 
1971-1975, and the production structure of the region 
as a whole and of the individual countries deteriorated. 
The growing disproportion between agricultural produc- 
tion and the rest of the economy has had adverse effects 
not only on domestic production but also on foreign 
trade positions. Except in Czechoslovakia and Hungary, 
ratios of the growth rate of agricultural output to the 
growth rate of total gross product have fallen (see text 
table below): 


1971-1975 Plan 1976-1980 


Bulgaria, German Democratic = 


Republic, Poland 


Around 30 German Democratic Republic 

Around 40 Poland 

Around 50 Bulgaria, Czechoslovakia, Hungary, 
Romania, Soviet Union 

Around 60 —- — 


1 Ekonomicheskaya Gazeta, No. 15, 1974, Daze 


Romania, Soviet Union 


Czechoslovakia, Hungary 


Bulgaria, Poland 


Czechoslovakia, German Democratic 
Republic, Hungary, Poland, Soviet Union 


Romania 


2 See foot-note 43. 
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TABLE 2.1 
Growth of gross agricultural output 
er ee eee eee 
Average annual percentage change ® 


Total 


Indices, 1966 = 100 Percentage share 
Country and period Planned = Actual Crop Animal Total Crop Animal Crop. Animal © 
Е о ны Da 
Bulgaria 
1966-1970 .... 4.8 4.7 4.9 65.5 34.5 
ОЛЕНЯ = ниве 3.2-3.7 22 1.4 3] 111.5 107.0 — 120.2 58.5 41.5 
Plan 1976-1980. . 3.6 Bs ot 133.8 
Czechoslovakia 
1966-1970 .... 3.5 3.4 $51 47.5 52.5 
Л Я 5 Aas ING) 2.9 1.9 3.8 115.5 109.9 120.6 45.2 54.8 
Plan 1976-1980.. 2.7-2.8 3.0-3.2 25 131.8-132.9 127.5-128.6 136.3 
German Democratic 
Republic 
2966-1970) 8 . <n. 1.9 0.4 shi 45.4 54.6 
LOT OTS see 2.4 72| 0.7 33 111.0 103.3 117.3 42.3 Soil 
Plan 1976-1980. . 3.0*b 3.7 2.6 128.7 124.0 133.5 
Hungary 
1966-1970 .... 2.8 1.9 3.9 57.0 43.0 
US Ti=19 оо 2.8-3.0 3.4 3.0 3.9 118.4 116.3 121.3 55.9 44.1 
Plan 1976-1980. . 3.2-3.4 3.6-3.8 3.0 137-140 138-140 141.0 
Poland с с 
1966-1970 .... 2.9 3.4 23 58.6 41.4 
1971-1975 .... 3.5-3,9 sl 23 4.1 116.8 112.2 122.5 54.4 45.6 
Plan 1976-1980. . 3.0-3.5 3.7-4.2 2.5-3.0 135.4-138.6 134.5-137.8 138.5-142.0 
Romania 
1966-1970 .... 4.2 4.0 4.8 61.8 38.2 
1971-1975... 6.3-8.3 4.6 3.8 6.0 125.6 120.7 133.6 59.5 40.5 
Plan 1976-1980.. 5.1-7.6 Ae ie 160.7-180.8 
Soviet Union 
1966-1970 .... 3.9 4.2 37 50.9 49.1 
ТУ 975... 3.74.0 ES 1.6 3.3 112.9 108.3 117.6 48.8 51.2 
Plan 1976-1980. . 2.7-3.2 oe Же 129.0-132.3 ns Ae BG A 
Byelorussian SSR 
: 49.1 
1966-1970 .... 5.7 SS 6.0 50.9 
WAGES ae 4.6 2.6 Це, 3.9 113.9 106.9 dito 47.8 52.2 
Plan 1976-1980. . 23 a 7 127.5 ae и № ОВ 
Ukrainian SSR 
1966-1970 .... 3) 9) 3.3 3.2 53.8 46.2 
1971-1975 =. 3.6 р INDY, 3.8 115,5 111.4 120.2 51.9 48.1 
Plan 1976-1980.. 2.5 Ue ие 130.5 ie A Be в 
Albania4 Year 
1965 100.0 100.0 100.0 64.8 35.2 
135.1 lee 28.8 
1966-1970 .... 6.2-7.0 8.3 9.1 6.2 1970 149.0 154.6 
ИО С або 8.5-9.2 5.9 5.4 6.2 1975 198.5 200.0 182.4 71.0 29.0 
Plan 1976-1980. . 6.7-7.1 7.7-8.1 6.4-6.8* 1980 276.9 292.0 250.8 ileal 28.3 


ene EEE ESSE 


a 


Sources: National statistics and CMEA yearbooks, plans and plan-fuifilment reports. © At current prices. 
® Average annual percentage changes calculated on the basis of previous five-year period total. 4 Base year 1970 for 1971-1975 and 1975 for 1976-1980. 
1976-80 \ nena (ee > ) 
i i i =} = а —— = 109). 
> Estimated on the basis of the planned increase in crop production (яств 120) and that in animal output 1975 
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СНАВТ 2.1 CHART 2.2 
Agriculture: Output and factor inputs Agriculture: Efficiency indicators 
(тагсез, 1965 = 100) Undices, 1965 = 100) 


—— Gross output - Land ratio 
Gross output per employee 


Net output 
ee. Ces Employment а Employment - Land ratio 
ыы Arable land __..___ Fixed assets - Land ratio 
——.—— Fixed assets ene Fixed assets - Gross output ratio 


=a ewes Gross investment ............ Fixed assets per employee 


РЕН Machinery and equipment 


BULGARIA BULGARIE БОЛГАРИЯ 


1965 | 1966 | 1967 | 1968 | 1969 | 1970 | 1971 | 1972 | 1973 | 1974 | 1975 


[ GERMAN DEMOCRATIC REPUBLIC REPUBLIQUE DEMOCRATIQUE ALLEMANDE ГЕРМАНСКАЯ ДЕМОКРАТИЧЕСКАЯ РЕСПУБЛИКА 


—— 


1965 | 1966 | 1967 | 1968 | 1959 | 1970; 1971 | 1972 | 1973 | 1974 | 1975 1965 | 1966 | 1967 | 1968 | 1969 | 1970 | 1971 | 1972 | 1973 | 1974 | 1975 


1965 | 1966 | 1967 | 1968 | 1969, 1970 1971 19721 1973 1974, 1975 


Sources: Аз for table 2.1. 
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ROMANIA 
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Sources: As for table 2.1. 
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One can distinguish two groups of countries in relation 
to this rate of growth. The German Democratic Republic, 
Bulgaria and the Soviet Union, with rates О И 2-2 
and 2.5 respectively, are the countries where a moderate 
expansion rate has resulted in a relative lagging behind 
of agricultural expansion, and has increased the trade 
deficit in agricultural products in the German Democratic 
Republic and the Soviet Union and substantially decreased 
net exports in Bulgaria. Czechoslovakia, Poland and 
Hungary recorded rates of 2.9, 3.1 and 3.4 per cent 
respectively, rates which in Czechoslovakia and Hungary 
(ratio = about 50 per cent) reflected structural shifts 
in production in accordance with the strategy of balanced 
growth. A beneficial effect on foreign trade has also been 
recorded. Hungary’s net export position in agricultural 
production has been substantially improved, and Czecho- 
slovakia’s trade deficit in grain has been diminished and 
self-sufficiency in animal products achieved. The growth 
rate in Poland has been high in absolute terms, but too 
low in relation to the over-all expansion rate (about 
10 per cent, giving a ratio of about 30 per cent), with the 
same effect on the macro-economic structure (increased 
disproportions) and foreign trade in agricultural products 
(increased deficit in grain trade) as in the first group of 
countries. Romania has pursued a policy of maximizing 
over-all and agricultural expansion. The rate of agri- 
cultural expansion—4.6 per cent—is the highest in the 
region, but is below the planned target and has not been 
high enough (ratio of 40 per cent to over-all expansion 
rate) to provide a basis for more balanced growth in the 
Romanian economy. Strains on home markets, in spite 
of a decreasing net export position in grain and a rather 
modest net export position in meat, illustrate the effects 
of the tendency for Romanian agriculture to lag behind. 


The targets for agricultural expansion in the 1976-1980 
plans are largely clustered round a 3 per cent rate of 
increase, with slightly higher targets in Hungary (3.2- 
3.4 per cent) and Bulgaria (3.7 per cent). Romania is 
again the exception with a very high planned rate of 
growth of 5.1-7.6 per cent. With that exception, the 
targets indicate the continuation of a policy of agri- 
cultural development not aiming at maximizing the growth 
rate, but rather at maintaining growth rates which will 
keep agricultural expansion more in tune with over-all 
expansion, i.e. with a ratio to over-all growth rate of 
around 50 per cent. An acceleration in relation to past 
performance has been planned in Bulgaria, the German 
Democratic Republic and the Soviet Union, in relative 
terms to the greatest extent in the German Democratic 
Republic. Hungary and Czechoslovakia plan to continue 
their expansion in agriculture at the same pace as pre- 
viously. The planned slowdown in Poland reflects the 
planned slowdown in over-all expansion, and could 
contribute to the correction of domestic and foreign 
imbalances. The planned shift in the ratio from 30 
to 40 per cent in Poland and in Bulgaria also indicates 
trend towards improvement in the profile of planned 
growth rates, but leaves both countries at the bottom 
end of the ratio-pattern. Romania is the only country 
where a 60 per cent ratio has been envisaged for agri- 
culture. 


Statistical data available on agricultural development 
in Albania indicate a different development strategy of 
over-all economic expansion, structural shifts and agri- 
cultural growth. In this country, agriculture has remained 
a fundamental sector of the national economy, employing 
64 per cent of the total active population. (This share 
has not changed since 1965, which corresponds to 
the aims of over-all employment policy. On the other 
hand, Albania has the highest rate of natural increase 
in Europe—2.3 per cent in 1975.) The ratio of agricul- 
tural to over-all growth is virtually 1:1. The growth rate 
of 5.9 achieved in the 1971-1975 period has not provided 
the country with adequate supplies in bread grains (maize 
included by the Albanian definition) and self-sufficiency 
in bread grains is the key policy objective in the new 
five-year plan. Lack of statistical data and other infor- 
mation do not allow for an assessment of the impact of 
such a structural profile on the development of domestic 
production structures and the foreign trade position of 
this country. 


(iii) Factor inputs in agriculture 


In all the countries of the region the growth of agri- 
cultural production has been almost entirely dependent 
on supplies of material and capital inputs and services 
originating to an increasing extent in activities outside 
the field of agriculture. Traditional inputs of agricultural 
origin, such as seeds, fodder, livestock breeds and also 
land and labour, have been modified substantially by a 
massive application of new technologies. All these 
changes have one common denominator—technical pro- 
gress. But what they also have in common is that their 
application requires huge amounts of financial, human 
and material resources, leading to more intensive inte- 
gration of agriculture into the national economic complex. 


Inter-country differences exist here, but they are rather 
the result of the existing level of agricultural and over-all 
economic development than of the technologies applied. 
The latter accelerate the process of decreasing inter- 
country differences in agricultural efficiency in terms 
of yields in crop and animal production, in the use 
of fertilizers and agricultural machinery, etc. In fact, 
the need for huge spending in the field of technological 
advance in agriculture has led to the development of an 
international component in the process. Co-operation 
in the field of agricultural technology within the CMEA 
framework and contacts with the West involving transfe- 
of technology represent an additional factor in the equalr 
ization of conditions for using factor inputs. Finally, 
account must be taken of the high degree of institutional 
uniformity of agriculture in these countries from a mana- 
gerial point of view: large-scale farming of a collective or 
nationalized (state) type is dominant to a very large extent 
in all countries, with Poland as the only exception. 


The profile of development of factor inputs has been 
influenced by all these general trends. The impact of 
specific characteristics of a national character on agri- 
cultural development cannot be rejected, but the pattern 
of factor inputs is reducing its importance. The dominant 
tendency is towards increasing similarity, even uni- 
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formity, of national patterns. The shape of the curves 
and their interrelationships presented in charts 2.1 and 
2.2 substantiate this general statement. Looked at in 
greater detail, trends have been as follows during the 
1965-1975 decade: land inputs in terms of arable land 
have remained virtually constant, even declining slightly, 
except in the Soviet Union, where a very slight relative 
Increase has been recorded. Albania has also experienced 
some increase in the acreage of cultivated land. 


Manpower resources, in terms of active population 
employed, have been diminishing in all countries; higher 
decreases were recorded in the countries with higher 
shares of agricultural employment in total employment. 
The lowest decrease was recorded in Poland, probably 
because of the high share of private farming. Employment 
policy in Albania has stabilized agricultural employment 
at a very high 64 per cent share of total employment. 


In all the countries of the area, fixed assets expanded 
at a high rate, a rate substantially outpacing that of 
output growth. In the case of Czechoslovakia, however, 
this trend appeared only in the second half of the decade, 
while in Poland it has been visible only in the last few 
years. Data on trends in gross investment indicate 
relatively wide annual fluctuations. In most countries, 
investment rose at rates higher than those for fixed assets, 
which may indicate in some cases a rather high share of 
non-completed investment projects. 


As a result of such trends in factor inputs in all coun- 
tries, labour intensity in relation to land has decreased. 
Capital intensity in relation to land has increased, but at a 
higher rate than global productivity of land (gross 
product related to arable land). Czechoslovakia and 
Bulgaria are the only countries where global productivity 
of land has changed pari passu with capital intensity 
in relation to land. Labour productivity has increased, 
but at a slower pace than capital intensity in relation to 
labour, with a consequent decreasing rate of return on 
fixed assets (increasing fixed assets-gross output ratio). 
Czechoslovakia has recorded the only exception in this 
regard, although the slight tendency for the capital- 
output ratio to increase since 1968 confirms the validity of 
general trends even in this case. 


Statistical evidence on trends in material costs is not 
systematic, and not at a level which allows for inter- 
country comparison. The impact of differences in price 
structures, and in particular of changes in producer 
prices of industrial inputs, in rates of depreciation allow- 
ances on fixed assets and in delivery prices of agricultural 
products, is of great—and in some cases decisive— 
importance in defining the share of material costs in the 
value of agricultural production. Taking into account 
all these complications, however, trends in material 
costs can be illustrated indirectly by changes in the share 
of the value of net output in gross agricultural output. 
A decreasing share of net output indicates an increasing 
share of material costs and capital depreciation allowances. 
Аза пи, the share of depreciation allowances has changed 
little so that any increase in the aggregate “‘residual”’ is 
probably largely accounted for by an increase in material 
costs. 


In fact, shares of net output have tended to decrease in 
all countries over the period 1965-1975 (see text table).® 


Agriculture: net material product as percentage of gross product 


(A, at current prices; B, at constant prices; 
gross agricultural production = 100) 
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Country 1965 1970 1975 

Bulgaria 

Cae Aree Une 64.9 54.9 55.2 

Ве 61.0 49.3 53.7 
Czechoslovakia 

АЯ с ых 34.0 35.6 Se) 

В}. ear ee 34.8 35.4 32.7 
German Democratic Republic 

Ве 57.0 49.2 Biles) 
Hungary 

А 47.0 44.3 40.8 

Ва 49.5 43.8 39.9 
Poland 

А. еси” 39.2 35.5 34.6 

Ве с Е В зд 30.6 
Romania 

BP ao со 54.1 46.8 43.6 
Soviet Union 

AY Ей 60.8 49.9> 

Biases: cel eet 55.8 46.6 


Sources: As for table 2.1. 
8 1965 and 1970 at 1962 prices; 1975 at 1971 prices. 
> 1973: 56.1 per cent. 


Trends in net product show a considerable discrepancy 
vis-a-vis trends in gross product, (chart 2.2) largely 
because of the impact of price policies relating to purchase 
prices of agricultural products, delivery prices of inputs 
of non-agricultural origin, and policies on incomes in 
the agricultural sector. (For more detailed analysis, see 
section on agricultural purchase prices.) The discrepancy 
has tended to increase, with net product remaining very 
close to the 1965 level in Bulgaria, Poland and the Soviet 
Union. In other countries similar trends have become 
evident more recently—in Czechoslovakia and Hungary 
since 1973 and in Romania since 1972. 


LAND STOCK AND RECLAMATION PROGRAMME 


During the period 1971-1975, all the countries of the 
region were increasingly concerned with the question of 
conservation and amelioration of land stock, in particular 
of arable land. In 1975 Bulgaria, Czechoslovakia, 
Poland and Romania enacted new legislation related 
to the protection of land stocks. The data in table 2.2 
indicate decreasing trends in the area of agricultural 
land, a decreasing share of arable land in total agricul- 
tural land stock, and decreasing acreage of arable land 


3 The only exception for the 1971-1975 period is the Bulgarian 
case, where the price element was probably dominant, and reversed 
the nature of the relationship. The “irregularity” is smaller on the 
basis of data at current prices than on that of data at constant 
prices. The latter series have not been adjusted for the change of 
price base that occurred in 1971. 
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per capita in all countries. On the other hand, an increas- 
ing share of reclaimed land in total arable land was 
recorded in all countries. Targets for 1976-1980 indicate 
more ambitious programmes than those already carried 
out during the period 1971-1975. 


Losses in agricultural land are much bigger if considered 
over a longer period than the decade under review. In 
Czechoslovakia, for instance, the area of agricultural 
land has dropped by more than 750,000 hectares (9.7 per 
cent of total stock) since 1937, including almost 
700,000 hectares of arable land (12.4 per cent of total 
arable). In the Soviet Union, as a result of the vast pro- 
gramme of cultivation of virgin lands, the area of arable 
land per capita reached 1.06 hectares in 1958. The cor- 
responding figure of 0.89 hectares for 1975 reflects 
primarily the increase in the population during the 
17-year period. There were net additions to the stock of 
arable land of 3 million hectares over the same period. 


Administrative bans or restrictions on using arable 
land of a higher soil quality for non-agricultural pur- 
poses, recently introduced in some countries, has not 
been considered a sufficient measure for solving the 
problem of shortage of arable land. Conservation and 
extension of the arable land stock has been the central 
theme of long-term programmes aiming at protecting the 
land against erosion, and restoring land desolated by 
industrial or mining exploitation. It is certainly clear 
from government action that erosion is considered as 
a central problem. In Bulgaria, for instance, 72 per cent 
of arable land is exposed to the damaging effects of water 
erosion. 


According to some professional estimates, more than 
100 million hectares of land, including 57 million hec- 
tares of arable, have been damaged by different kinds of 
erosion in the Soviet Union.* The same source gives an 
estimate of 10 billion roubles annual loss due to erosion 
effects, 70 per cent on account of water and 30 per cent 
on account of wind erosion. On several occasions 
(e.g. 1967 and 1976) the Central Committee of the CP 
of the Soviet Union has given attention to special anti- 
erosion and anti-mud stream measures in addition to 
medium- and long-term programmes.° There are also 
programmes for restoring soil devastated by industrial 
and mining exploitation. A professional source has 
reported that in 1975 more than 1 million hectares of 
agricultural soil was destroyed, approximately half 
of it by so-called industrial dumps and the other half 
as a result of peat digging. The 1976-1980 plan envisages 
a large-scale programme of creating field-protection 
forest belts (an area of 335,000 hectares) and consolida- 
tion and afforestation of an additional 1 million hectares 
of ravines, sandy areas, river banks and the like. 


_ Targets for afforestation have been explicitly mentioned 
in the Bulgarian and Romanian plans. In Poland, the 


4 С. Gaponenko and У. Ivaschenko, “Моге rational utilization 
of land resources” in Planovoe Khozyaistvo, No. 9, 1976, pp. 13-15. 
Ravines (ovragi) are reported to make up 5 million hectares. 


is Pravda, 7 September 1976, and Ecotass, No. 46, 17 November 
1975. 


6 В.Р. Kolesnikov, ‘“‘Problems of land restoration’’, in Priroda, 
No. 4, 1975. 


programme for the management of farm land in 1976- 
1980 has been revised and approved by the highest 
political bodies. 


In the Soviet Union, land reclamation programmes 
also include measures for improving soil fertility by 
chemical amelioration. Apart from the application of 
chemical fertilizers, a huge area of the Soviet arable land 
stock requires special measures for liming acid soils. 
Such measures were applied to an area of 25 million 
hectares in the period 1971-1975, and the area is planned 
to be enlarged to 37 million hectares in the current quin- 
quennium. Targets for spreading gypsum and other 
materials to neutralize the excessive salinity of some 
soils may involve some millions of hectares.’ 


For all the importance of these various issues, however, 
the biggest problems in land management remain centred 
around climatic conditions, in particular the problem of 
moisture. The greater part of Soviet arable land is 
located in arid and semi-arid zones: 72 per cent of culti- 
vated land suffers from a more or less permanent insuffi- 
ciency of moisture. To combat the damaging effect of 
arid climate, new technologies (“dry farming’) have 
been devised and applied on a large scale. But the 
national management of water resources through the 
construction of vast irrigated areas has remained, in 
spite of heavy capital requirements, the key component 
in a complex programme of Jand reclamation and amelio- 
ration.’ On the other hand, there are also regions where 
swamp lands and marshes require the application of 
appropriate amelioration measures. Since 1966 (plenary 
session of the Central Committee in May of that year), 
land reclamation has been a permanent concern of the 
Soviet Party and state leadership, with a view to solving 
the problem of wide annual fluctuations in crop produc- 
tion. Zones of guaranteed grain and vegetable production 
are to be established or expanded in the period 1976-1980. 
The use of irrigated land accounted mainly for the 
excellent results in cotton growing in the period 1971- 
197. 


The 1976-1980 plan lays down targets which indicate 
that almost 10 million hectares of land will be reclaimed, 
approximately one-half of which is to be irrigated and 
one-half to be drained. The programme also foresees the 
application of new technologies, with the use of sprinkling 
machinery in irrigation and closed-system techniques 
in drainage.® Due to the rather high retirement rate of 
installations using obsolete techniques, gross additions 
to irrigated areas of 4.6 million in 1971-1975, have contrib- 
uted to the expansion of the total irrigated area from 
11.1 million hectares in 1970 to just 14.5 million hectares 


7 At present there are about 50 million hectares of acid soils 
which need liming and about 100 million hectares of saline soils. 
See М. Borchenko, ‘‘Chemicalization—the most important factor in 
the intensification of agriculture’, in Planovoe Khozyaistvo, No. 9, 
1976, p. 91. 


| 8 Pravda, 28 October 1972, and “Оп the plan for land reclamation 
in 1976-1980 and measures to improve the utilization of reclaimed 
land”, in Pravda, 5 August 1976. 


_ 9 The wastage of arable land under the traditional system of 
irrigation based on a network of canals has been estimated at 
3.5-4.0 per cent. See E. Petrov and Zh. Strashilov, “Exploitation 
of land resources in agriculture’, in Planovo Stopanstvo, No. 10, 
1974, p. 15 (in Bulgarian). 
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in 1975. Net additions to the area of drained land of 
2.8 million hectares over the same period represented 
about 63 per cent of total additions.!° 


The Soviet programme for 1976-1980 envisages an 
expansion of the area of ameliorated land by 9.6 million 
hectares, and calls for the expenditure of 40 million 
roubles to carry this out, an amount which represents 
more than 23 per cent of total investment in agriculture. 
In the German Democratic Republic too, an increase 
of 520,000 hectares in the area of irrigated land is planned. 
The Bulgarian target is more modest for the period 1976- 
1980—200,000 hectares, but the long-term programme 
for the period up to 1985 envisages a total increase of 
700,000 hectares. The Romanian plan calls for an 
increase in the area under irrigation to 3 million hectares 
by 1980, representing three-fifths of the total irrigable 
area in the country. 


Land protection is one of the main issues of agricultural 
policy of Albania. Besides the legal enforcement of the 
rational use of arable land (the agro-technical code), 
the national plan envisages an increase in total area of 
arable land of not less than 8 per cent by 1980. 


LABOUR AND LABOUR PRODUCTIVITY 


The trend towards a declining level of agricultural 
employment, in both absolute and relative terms, has 
been the outcome of a policy of intensive industrializa- 
tion and modernization of the national economies of 
all the countries of the region. The flow of active popu- 
lation from the land proceeded rapidly throughout the 
two decades before 1965, and has continued during the 
decade under review. (The only exception is Albania, 
where, as mentioned before, the policy goal has been 
to stop the outflow of rural labour.) This process is 
part of a larger transformation in the social structure 
of these societies, and is linked closely to the process of 
urbanization. It should be mentioned that the decline 
in the farm labour force has progressed at a faster pace 
than in the case of the rural population as a whole. 
Figures for the share of agricultural in total employment 
are considerably lower in all countries (table 2.3) than 
the figures for the share of rural in total population 
(see text table below). 


Rural population (A) and active population in agriculture (B), 1975 
(Percentage share, total = 100) 


A B 
Bul garia@eem era о. 42.0 28.4 
Grechoslovakia) еее 34.3 13.9 
German Democratic Republic. ....- - 24.6 10.6 
FU cany te ee ee ee eas 49.8 22.1 
ОЕ 5: о ло ire os оо О 44.3 30.7 
oem 6 еее 56.5 38.0 
Ром со шо оо ооо 38.7 22.6 


_ д ———————д—дд—_ 
Source: СМЕА Statistical Yearbook 1976. 


10 About 1 million hectares of ameliorated land (3.5 per cent of 
the total) remained uncultivated in 1975. See Narodnoe Khozyaistvo 
SSSR v 1975 gody (Statistical Yearbook for 1975), pp. 387 and 389. 


These figures provide a rough indication of the share 
of the rural population employed in non-agricultural 
activities in the countryside, or in the nearest urban or 
industrial centres. From that point of view, two groups 
of countries can be discerned: Czechoslovakia, the 
German Democratic Republic and Hungary, where a 
minority of the rural population lived from agricultural 
occupations in 1975 (40.5, 43.1 and 45.6 per cent); and 
the other countries, where agricultural workers are still 
in the majority (Soviet Union 58.4, Romania 67.3, 
Bulgaria 67.6 and Poland 69.3 per cent). Similar results 
on the de-agrarization of the rural population are pro- 
vided by an analysis made in a Hungarian study. In 
only 17 per cent of families in Hungarian villages were all 
members employed in farming in the early 1970s, and an 
additional 24 per cent of families had only one member 
working in agricultural activities. Thus the majority 
(around 60 per cent) of families did not have any member 
working permanently in agricultural occupations." 


Inter-country differences in the size of negative rates 
of changes in agricultural employment are not closely 
associated with the share of the agricultural population 
in the total population of the given country. High rates 
are recorded in Romania and Bulgaria, but also in the 
German Democratic Republic (1966-1970) and Czecho- 
slovakia (1971-1975). On the other hand, Poland has 
recorded the lowest negative rates of the whole decade. 
Information on forecast future trends (1976-1980) is 
available only for Bulgaria, where the rate of decline 
should be lower than in 1971-1975, but still rather high 
(—3 per cent), and for the Soviet Union, where it is 
forecast that the rate of decline will be greater than in 
1971-1975 (about 1.9 per cent). It seems that the process 
of collectivization of agriculture (organization of large- 
scale socialist farming and the industrialization of 
farming) has had an impact on the release of manpower 
from agricultural activities. The temporary shortage of 
farm labour which occurs in some countries indicates, 
however, that this process has not been comprehensively 
followed up by the application of industrial methods 
and labour-saving techniques. The case of Bulgaria 
is very illustrative in this regard. With the agricultural 
labour force making up 28.4 per cent of the total, the 
Bulgarian Government had in 1974 to enact temporary 
administrative restrictions on migration of rural labour 
to the towns. 


The outflow of agricultural labour has affected the 
age and sex structure of the remaining active population 
in ways that differ from country to country. In countries 
such as Bulgaria, Romania and, in particular, Poland, 
where the level of technical development of agriculture 
has lagged behind the development of the rest of the 
economy and especially that of industry, the outflow 
of labour has not been adequately compensated for by 
an inflow of skilled labour. In these cases, then, deterio- 
ration in the age and sex structure of the agricultural 
labour force has been a major element in the situation. 
In Poland, for instance, over 60 per cent of private farmers 


11 Е. Csizmadia, “Ме\м features in Hungarian agriculture in the 
1970s”, in Acta Oeconomica, No. 3-4, vol. 12, 1974, pp. 360-361. 
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TABLE 2.3 


Active population in agriculture 
pe oe EE, —__—д—д— 


Percentage share of 
Percentage share; wage- and salary-earners; 
total active total active population 
Year population = 100 in agriculture = 100 


м ee 


Country 
and Average annual 
period percentage change 

Bulgaria 

1'966=1.97, Oss eee) cate —3.8 

971-975 tae ore —3.4 
Czechoslovakia 

1966-1910 уе... —1.3 

1971-1975, пис. —2.7 
German Democratic Republic 

196 6- ое —3.3 

19711975 —2.3 
Hungary 

1966-1970 hg ee ee —1.0 

UOT E197 Seen econ: —2.5 
Poland 

966-197 Ose ene senor —0.3 

TOT TAUS 7S eas cane —0.3 
Romania 

966-1970: 2S ea ee —2.3 

9 Gee. shes ео —4.6 
Soviet Union 

1966-19708 Aen coe ee —2.3 

UO TARE Е —0.1 
Byelorussian SSR 

TSG6=197 0 Боя во —2.4 

в. —1.3 
Ukrainian SSR 

LOGG-19 70) нь —3.3 

USEC sah 5 Hines et oun —1.5 


1965 44.9 11.1 
1970 35.2 18.5 
1975 28.4 64.7 
1965 19.5 27.5 
1970 16.8 26.6 
1975 13.9 28.4 
1965 14.6 291 
1970 12.2 20.1 
1975 10.6 23.9 
1965 29.7 20.6 
1970 26.4 20.0 
1975 22.7 21.4 
1965 39.1 10.6 
1970 34,3 13.8 
1975 30.7 16.2 
1965 56.8 1.7 
1970 49.0 9.1 
1975 38.0 12.6 
1965 30.5 26.6 
1970 24.8 31.5 
1975 22.6 35.1 
1965 45.5 21.9 
1970 36.7 26.6 
1975 31.6 28.7 
1965 38.3 13.0 
1970 30.0 16.0 
1975 26.1 19.1 


Sources: As for table 2.1. 


were over 50 years old in 1974, and female labour made 
up more than half of the total working force. 


In all countries, the structure of manpower by skills 
has been changed with the intensification and moderniza- 
tion of agriculture: skilled labour and labour in tradi- 
tionally non-agricultural occupations (machine operators, 
for instance) are becoming important. By 1975 about 
70 per cent of persons employed in agriculture in the 
German Democratic Republic were skilled workers; 
the plan for 1976-1980 envisages an increase to up to 
90 per cent. It has been reported that in Czechoslovakia 
more than 20 per cent of the workers employed in agri- 


culture are under 30 years of age.!* Similar changes 
have been reported in Hungary and the German Demo- 
cratic Republic. 


The industrialization of agriculture and the expansion 
of large-scale socialist farming have caused changes 
in the social structure of the agricultural work force. 
Except in Poland, where private farmers make up the 
great majority of the work force, collective farmers have 


12 J. Baryl, ‘‘Questions of further development of agriculture and 
the food industry’’, in Czechoslovak Economic Digest, Prague, No. 8, 
December 1975, p. 46. 
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been in the past in the majority throughout the region. 
They remained in the majority at the beginning of the 
new five-year period, except in Bulgaria, but their share 
has decreased. All countries have recorded an increasing 
Proportion of wage- and salary-earners т farming 
activities. The process has been exceptionally fast in 
Bulgaria. After the setting up, in 1971, of agro-indus- 
trial combines, and the vigorous promotion of the 
institutional transformation of farms, there was a steep 
rise In earners as a percentage of total work force from 
18.5 per cent in 1970 to 64.7 per cent in 1975. 


As far as labour productivity (in terms of gross output 
per employee) is concerned, trends in all countries are 
characterized by high annual average growth rates, with 
the exception of the Soviet Union 1971-1975 and Poland 
1966-1970. (See text table below.) These trends are the 
logical consequences of increasing output and decreasing 
labour force. Four countries—Bulgaria, Czechoslovakia, 
the German Democratic Republic and the Soviet Union— 
recorded lower rates in the second part of the decade in 
comparison with those in the first part. In Hungary, 
Poland and Romania, the rate profile has been reversed. 


Labour productivity 


(Average annual percentage change) 


Plan 
1966-1970 1971-1975 1976-1980 

о sks Gos ee ее 7.5 ho” 7.0 
Gzechoslovakia= = 925 = = © : 7.3 6.0 
German Democratic Republic . 6.9 4.5 
AT OAT Aes es Sy leo te x 3.7 т, 
ВОДО, ею se Dans 2.8 4.1 
Коташа Meee ss we 4.5 15 2 
Военно wos eos «= 6.7 0.48 Sel 


Sources: As for table 2.1. 


а This figure is very low because of the exceptional combination of high output 
in 1970 and exceptionally low output in 1975. When calculated for the 1971-1974 
period, the rate is 1.7 per cent. 


If labour productivity is correlated to capital intensity 
(fixed assets to labour ratio), an unusually constant coeffi- 
cient obtains in both inter-temporal and inter-country 
comparisons. A value between 0.80 and 0.89 has been 
recorded everywhere except in Poland (most probably 
because of the dominance of private farming), in 
Czechoslovakia in the period 1966-1970, and the Soviet 
Union in the period 1971-1975 (see text table below). 
The coefficients indicate increased capital intensity as 
dominant among the factors influencing increased labour 
productivity.'? At the same time, the data confirm the 
trend to increasing capital-output ratios, i.e. decreasing 
rates of return on fixed assets. 


13 For instance, the dominant role of fixed assets in the “social 
productivity of labour” in Bulgarian agriculture has been demon- 
strated by У. Anachkova (‘Factors in the growth of net output in 
agriculture’, in Planovoe Stopanstvo, М0 3, 1973. р. 29) (in 
Bulgarian). By using a regression model the author obtained as 
relative weights: 54.2 per cent for fixed assets, 16.6 per cent for 
labour inputs, 14.3 per cent for material (raw materials) inputs and 
14.9 per cent for inputs of residual factors. 


Ratio of changes in labour productivity to changes in capital intensity 


(Coefficients) 

1966-1970 1971-1975 
Bulgaria 0.83 0.85 
Czechoslovakia ea Acct ae 1.07 0.88 
German Democratic Republic . . 0.89 0.88 
Hungary 0.80 0.85 
Poland . . 0.95 0.95 
Romania . 0.82 0.84 
Soviet Union 0.87 0.63 ® 


Sources: As for table 2.1. 


Note: Derived from indices based on 1965 = 100. Coefficients in the table repre- 
change in labour productivity change in output 1 


change in capital intensity = change in fixed assets = capital-output ratio 
в 1971-1974; 0.74. 


GROSS INVESTMENT AND FIXED ASSETS 


If growth rates of gross investment in agriculture (in 
terms of annual averages) for the period 1971-1975 are 
compared with those of the economy as a whole, it 
emerges that only in the Soviet Union have the rates in 
agriculture outpaced the over-all rates. With the excep- 
tion of the German Democratic Republic, the rates were, 
however, rather high: more than 5 per cent in Hungary 
and almost 7 per cent—the highest in the region—in 
Czechoslovakia (see text table below). In all the east 
European countries they were lower than in the period 
1966-1970, indicating a relative deceleration in agricul- 
tural investment spending, as mentioned before. The 
inter-country spread of the ratio of agricultural invest- 
ment to total investment was between 10.8 per cent for 
Czechoslovakia and 15.2 per cent for Bulgaria (table 2.4). 
The data on the Soviet Union show trends opposite to 
those of east Europe. The 9.8 per cent rate of growth of 
agricultural investment in the period 1971-1975 was 
among the highest in the area and the 26.2 per cent 
investment ratio (for the total agro-industrial complex) 
exceeded by far the corresponding figures for the east 
European countries. 


Gross investment in agriculture 


(Average annual percentage change) 


1971-1975 Plan 1976-1980 
В рама acne teri ny aur 5.6 9.0 
(СЗУ ОБ ОМЕТЕ ча enone) mine 6.8 Dp) 
German Democratic Republic. . . 3.8 5.6 
АЙ 9h b ъ ро бое 5.3 1.0 
Poland . у ЕЕ: 10.2 8.6 
OMAN AH ось 8.2 8.5 
SOvict о ama ene nn cen eae 9.8 55 


—_ о —&—&—&—&—&—ИШ———Ш—Ш&6—&@Ш&©Щ&®&ЁЭъыьэГыГыГыГш 


Sources: Аз for table 2.1. 
Note: Calculated on the basis of total investment for the given five-year period 
in relation to total investment in the previous five-year period. 


14 This last figure needs some clarification. Normally, according 
to Soviet planning methodology, data on agricultural investment 
include investment expenditures in non-agricultural branches closely 
related as suppliers to agriculture. Investment in agriculture proper 
has been in 1971-1975 around 76 per cent of total spending, which 
means that the investment ratio for agriculture proper was slightly 
higher than 20 per cent—still considerably higher than the highest 
figure in eastern Europe. 
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The majority of the plans for 1976-1980 have envisaged 
a very pronounced deceleration in growth rates of total 
investment spending, and this is consistent with the 
strategic option relating to the pace of over-all expansion 
and to the objective of improving efficiency in the use of 
available resources and factor inputs. A higher growth 
rate than in the period 1971-1975 has been planned only 
in the German Democratic Republic. The planned 
relative decrease in investment spending in agriculture 
is in most countries less pronounced when compared 
with the growth rates of over-all investment spending, 
with Czechoslovakia and Hungary as exceptions. Higher 
ratios of agricultural to total investment for 1976-1980 
in comparison with 1971-1975 can be identified for 
Bulgaria, Poland and the Soviet Union, where the 
ratio is planned to reach an extraordinarily high 27.4 per 
cent for the total agro-industrial complex, or in agri- 
culture stricto sensu, an estimated 21 per cent. 


The five-year plan for Albania envisages a 7 per cent 
average annual growth rate in agricultural investment 
spending in relation to the 1975 level. This rate is slightly 
lower than the expansion rate of total investment, but 
higher than that of industrial investment. State outlays 
on agriculture account for 14.7 per cent of total investment 
for the whole economy and those of collective farms 
7.8 per cent, which brings agricultural investment up to 
22.5 per cent of total investment spending. Most of this 
relatively large amount has been allocated to the modern- 
ization of agricultural technology, and to projects related 
to land reclamation and amelioration. In addition to the 
expansion of cultivated areas, the building of new irrigated 
systems should increase the acreage under irrigation by 
18 per cent. The plan also envisages a 20 per cent increase 
in the stock of tractors (in terms of 15 horse power units) 
and a 65 per cent increase in the application of chemical 
fertilizers per hectare. 


Trends in fixed assets display a smooth upward ten- 
dency in all countries. As far as the relationship between 
rates of increase of fixed assets and investment is con- 
cerned, the Soviet Union is the only country in the region 
where, for the whole decade, both trends were in close 
correspondence on an annual basis (see chart 2.1). 
Among the east European countries a close association 
has been visible in Bulgaria since 1969, but in the other 
countries not before 1972-1973. Trends in Poland do not 
demonstrate any tendency towards decreasing the gap 


Growth in fixed assets 


(Annual average percentage change) 
ЕВ ИЕ 
1966-1971 1971-1975 


Ви сага ее coe es 2 7.4 6.5 
@2еспозоуама 4s) eae 4.6 Soll 
German Democratic Republic . . . 5.7 5.0 
UN Sanya ee ie ete ee eee ee 7.6 8.2 
Во ара оне Zo 4.9 
INCRE 5 6 6 6g 6 6 6k oO 0 6.0 he) 
SOMO Winey в о 5 ne 6 Boo « Teal 10.1 


мэм "а Й[ 
Sources: Аз Гог table 2.1. 
Note: The base year is the end year of the previous five-year period. 


in the dynamics of the two trends. The gap—already 
large by the end of the 1960s—has had a tendency to 
grow bigger, particularly after 1971, suggesting a rising 
stock of unfinished investment undertakings. , 


The average annual rates of increase in stocks of fixed 
assets for most east European countries were between 
5 and 6 per cent in the period 1971-1975. The highest 
rate (over 10 per cent) was recorded in the Soviet Union 
(see text table above). 


The available data on changes in gross investment 
spending and the value of fixed assets provide a basis 
for an estimation of the share of net investment (net 
additions to fixed assets in value terms) in total agricul- 
tural investment spending (see table below). 


Net additions to fixed assets in relation to gross investment outlays, 
1971-1975 


(Percentage share) 


Bulgaria es, 9-3 oer een eee 49.0 
Czechoslovakia ее: 63:7 
German Democratic Republic . . . 44.6 
Hungary 75.8* 
роет: №: 63.7 
Romania ges ee eee 62.6 
Soviet Union 62.0 


Sources: As for table 2.1. 


Four countries had a ratio of net investment to gross 
investment -of around two-thirds, Bulgaria and the 
German Democratic Republic something below one- 
half, and Hungary around three-fourths. The estimated 
ratio for the Soviet Union for 1976-1980 indicates 
approximately the same relationship between net and 
gross investment.'® Over the long run the relationship 
between the two magnitudes has tended to be very stable, 
except for Poland, suggesting some constancy in rates of 
replacement and the incidence of unfinished construction. 


A general impression about the pace of technological 
innovation in agricultural production can be obtained 
by dividing the value of the stock of fixed assets by 
investment expenditures in agriculture in a given year. 
Whereas at the beginning of the decade under review, in 
1965, the inter-country spread of these coefficients for 
eastern Europe was 8.17 to 21.2, in 1975 it was only 7.51 
to 11.7. The corresponding coefficients in the Soviet 
Union were even lower—8.08 and 7.37—due primarily to 
large-scale investment spending in agriculture over the 
whole decade. The data based on five-year averages for 
investment spending eliminate the impact of annual 
fluctuations and give coefficients that are 1 to 3 points 
higher than those obtained on an one-year basis. The 
inter-country pattern is similar, however, and the tendency 
towards declining values is confirmed (see text table). 


15 The estimate is based on data provided by G. Gaponenko, 
“New frontiers in the agrarian policy of the Party”, in Planovoe 
Khozyaistvo, No. 5, 1976, р. 30. 
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Ratio of the value of fixed assets in 1975 to the average annual value 


/ of investment in agriculture in the period 1971-1975 
(Coefficients) 

—Ш e—SsSsSh 
LC a о а, 8.99 
Gzechoslovakiaeeeen ns eee | 13.09 
German Democratic Republic . . 10.34 
Hungary 12.61 
Polandg.o. - 2. ВЕ 15.08 
Romanias ee 8.78 
Ио ae а 8.34 


Sources: Аз for table 2.1. 


These data confirm accelerating trends in the introduc- 
tion of technological innovations into agriculture in all 
the countries of the region. This has been a consequence 
of the policy option within global development strategies 
relating to technological progress. The coefficients of 
around 13 for Czechoslovakia and Hungary demonstrate 
a relative lagging behind of agricultural investment 
spending in these countries.'® The highest coefficient is 
the Polish one (about 15) but this, of course, reflects 
the institutional structure of Polish farming, where small- 
scale private farmers are dominant. 


The pattern of investment spending has been charac- 
terized in most countries by a rather constant share of 
machinery and equipment in total investment outlays in 
most east European countries (table 2.4). Except in 
Poland, ratios of the value of machinery and equipment 
to the value of total fixed assets have remained the same 
or have increased slightly (1 to 2 percentage points) 
in 1975 in comparison with 1970. Poland has evinced 
a different pattern of investment spending; here the em- 
phasis was on increasing the share of mechanization. This 
was influenced to a great extent by the relatively low 
share of mechanization in the country (11.3 per cent 
of total fixed assets in 1965). Accelerated spending on 
mechanization brought about a steep increase in invest- 
ment in machinery and equipment (an almost 16 per cent 
average annual rate) during the period 1966-1970. With 
a 19.7 percentage share of machinery and equipment in 
total agricultural investment in 1970 and one of 22.5 in 
1975, Poland approached the corresponding figures for 
Hungary. In the Soviet Union, the increase in investment 
in machinery and equipment was rather steep in 1971-1975 
(9.8 per cent), but below the 11.4 per cent increase in 
total fixed assets. Thus the share of machinery and 
equipment decreased further, and was down to 21.6 per 
cent of total investment in 1975, a ratio characteristic 
of the countries with the lowest relative intensity of 
mechanization in the region. 


The aggregate data on changes in rates of investment 
in machinery and equipment say nothing about new devel- 
opments in the mechanization of agriculture. The initial 
stage of mechanization, which involved the supply of 


16 |1 should be noted that the annual fluctuations in the coefficient 
for the latter country were the largest in the region during the period 
1971-1975. In Czechoslovakia the level of investment in agriculture 
had been very high in the previous period. 
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machinery to mechanize particular operations in crop 
and animal production, has been passed. The optimiza- 
tion of the machine mix delivered to agriculture has 
become an essential condition for the efficient use of 
machinery. During a round-table discussion on problems 
of increasing the efficiency of production and services 
in agriculture, it was reported that the application of 
new, powerful types of tractors (for instance the K-700, 
K-201 and T-150) in Soviet farming has not brought 
about the expected results because the tractors delivered 
were not equipped with the necessary complementary 
machines. Out of 66 different types of attachments and 
instruments, only 35 were planned for delivery in 1976.1” 
The redressing of disproportions and bottlenecks linked 
with less than full utilization of available machinery 
has been envisaged in the Soviet 1976-1980 plan through 
differentiated rates of deliveries of different types of 
agricultural machines. Deliveries of all agricultural 
machines (in value terms) are to be stepped up in relation 
to 1971-1975 by 45.6 per cent, and those used in livestock 
breeding and mixed fodder plants by 53.7 per cent, while 
the plan provides for an increase of only 11.8 per cent in 
deliveries of tractors, of 22.7 per cent in deliveries of 
trucks and of 19.5 per cent in those of grain harvesters."* 
In spite of the high share of machine operators in total 
agricultural employment in the Soviet Union (14.9 per 
cent in 1975), the shortage of this type of labour is an 
additional problem, as is that of spare parts and repair 
services, which impedes the more efficient use of machin- 
ery.!? The plan envisages an increase from 3.9 million 
machine operators in 1975 to 5 million in 1980, or to 
more than 20 per cent of the total agricultural labour 
force. 


The wider distribution and more intensive use of 
machinery has led to a rapid widening of the range of 
agricultural machinery produced. Whereas in 1965 
Soviet industry supplied 380 types of machines, the 
number of types was more than 1,400 in 1975. The extent 
of this range of machinery and the need for further devel- 
opment of agricultural machine building with a view to 
speeding up the transition to a broader application of 
complex mechanization prompted the elaboration by 
research institutes of a machine system for 1976-1980. 
The system comprises more than 2,500 items of machinery, 
instrumentation and equipment, designed for the intro- 
duction of complex mechanization into crop growing, 
animal husbandry, land reclamation and forestry. The 
full implementation of this programme should step up 
the level of mechanization in crop growing by 28 per cent, 
in animal husbandry by three times, and in land recla- 
mation by two times during the period 1976-1980 in 
comparison with the previous five-year period.” 


17 Voprosy Ekonomiki, No. 2, 1976. (Report by R. A. Kim of 
the All-Union Farm Machinery Association.) 

18 С. Gaponenko, ор. cit., р. 31. 

19 [t has been reported that the stock of tractors in the Soviet 
Union increased by 49 per cent during the period 1965-1975, that 
of grain harvesters by 33 per cent, and the number of all types of 
machine operators by only 26 per cent. See С. Loza and J. Kurtzev, 
“The growth of productive forces in agriculture during the 10th 
five-year plan’’, in Voprosy Ekonomiki, No. 7, 1976, р. 5 

20 V. Popov, “Increasing labour productivity in agriculture”’, in 
Voprosy Ekonomiki, No. 8, 1976, p. 85. 
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Changes in the stock of tractors and grain harvesters 1971-1975 


Thousands of physical units Ratio of 
ple Bs scene lak Е 
Fi a a i ee 
Units delivered 
р 
Replacements 1971-1 
Gross Net to the ted ef ve 
Country additions additions Replacements 1970 stock sto 
А. Tractors 

Bulgaria ........- 30.7 13°35 17.4* 32.5% 46.1* 

Czechoslovakia ..... 48.6 5.1 42.9 BES 34.2 
German Democratic 
Republic. ...... 44,1 —8.9 53.0 35.6 31.5 
Hungarye 3 0 ere 34.5 6.9 27.6 40.1 55.6 
Poland?.9..5..% 2 eons 195.0 180.0 15.0 6.5 47.4 
Romania sco. 420% 61.5 13.0 48.5 45.3 513 
Soviet Union ...... 1 667.0 358.5 1308.5 66.2 71.4 
B. Grain harvesters 

Soviet Union ...... 448.6 57.0 391.6 62.9 66.0 


Source: CMEA Statistical Yearbooks. 


The production of agricultural machinery was one of 
the first fields of co-operation within the CMEA frame- 
work. Since 1958 it has been possible for agricultural 
machines to undergo organized testing and, if approved, 
to be included in the international system of machines 
for complex mechanization in agriculture and forestry 
(ISM). In 1974, ISM contained 724 categories of 
machine, of which 440 are currently produced (about 
60 per cent) and 1,758 types of machine, of which 867 
are currently produced (around 50 per cent). For exam- 
ple, the IMS specifies 39 types of tractors and 129 types 
of means of transportation.” The bilateral Bulgarian- 
Hungarian association “Agromash’”’ was set up as early 
as 1965. This is now a CMEA multilateral international 
association. Its objectives are to promote co-operation 
and specialization and also technological innovation 
in the field of machine engineering. During 1976-1980, 
for instance, Bulgaria will reduce the range of agricultural 
machinery produced to only 23 items, and will import an 
additional 50 types from the other CMEA countries. 
During the period 1971-1975 Czechoslovakia produced 
49 new types of machines and imported another 39 new 
types from the other CMEA countries, mostly from the 
Soviet Union and the German Democratic Republic.” 


А systematic presentation of programmes relating 
to the scope and development of specialization in the 
production of agricultural machines in the countries 
within the CMEA framework is provided by table 2.6. 
Whereas during the period 1971-1975 specialization 


21 5. Shalamanov, “Economic features of industrialization of 
agricultural production in the CMEA member countries’, in 
Ikonomicheska Mis’’l, No. 4, 1975, р. 87 (in Bulgarian). He reports 
that Soviet experts consider that about 20 h.p. of electricity capacity 
per employee in agriculture are needed for mechanization of basic 
production processes and 50-60 h.p. for complex mechanization. 
At present they estimate the electricity capacity per employee in 
Soviet agriculture at about 10 h.p. See also, Yu. Kormnov and 
В. Frumkin, “Agro-industrial integration in the CMEA member 
countries”, in Planovoe Khozyaistvo, No. 1, 1975, p. 86. 


22 С. Shmelev, “The agro-industrial sphere in the CMEA 
member countries”, in Voprosy Ekonomiki, No. 10, 1975, p. 102. 


encompassed 71 types of factors and agricultural ma- 
chines, it is planned to enlarge this number to 140 by 1980, 
which is 10 per cent of the total number of types of 
machines included in ISM, and 18 per cent of the number 
of machines in the system already in production.” The 
very marked expansion of foreign trade in agricultural 
machinery is another consequence of the intensification 
of co-operation and specialization within the CMEA 
in this field. 


Data available on changes in stocks of tractors demon- 
strate two tendencies (see-table 2.5). First, the tractor 
of low engine capacity (in terms of h.p.) has tended to 
be replaced by more high-powered tractors. In 1965, the 
majority of tractors in use in the east European countries 
and the Soviet Union were of an average capacity of 
below 40 h.p. (in Romania around 50 h.p.). By 1975, 
in all countries except Poland, the average power capacity 
of tractors had been stepped up: to over 50 h.p. in the 
other CMEA countries and over 60 in the Soviet Union 
and Romania. The second trend is related to the increas- 
ing power of tractor capacity per hectare of arable land. 
Here the inter-country spread is smaller as of 1975 than 
it was in 1965, but nevertheless rather large—between 66 
h.p. per 100 hectares of arable land in Hungary and 167 
in the German Democratic Republic. To achieve the 
intensity of tractor power per unit of land recorded in 
1975 in the German Democratic Republic the Soviet 
Union would have to increase its stock of tractors (in 
terms of engine power) by almost two and a half times.™4 
Account must here be taken, of course, of differences in 
the structure of agriculture, and in particular of the struc- 
ture of utilization of cultivated land. 


23 С. Bychkov, op. cit., р. 108. 


24 Similar estimates were made by Soviet agricultural experts in 
1975. The volume of productive fixed funds in that year per unit 
of agricultural land was about 50 per cent of the volume required 
by standards of optimal use of factor inputs. These standards have 
been elaborated by scientific and research establishments in the 
Soviet Union. See G. Loza and J. Kurtzev, op. cit., p. 72. 
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й TABLE 2.5 
Stocks of farm machinery 
о 
Nominal capacity 
Coun г мя $ ‘ of tractor engines 
АКТ т verage engine in h.p. per Grain 
riod re A pe thousands of h.p. size т h.p. 100 hectares of harvesters; 
ands of tractor engines рег tractor arable land in thousands 


Bulgaria@ 
9G Sieur tc 42.0 
ciate ee : 1520 36.2 
1970 ae a ыы 
ОО Е 53.6 2151 40.1 5 
1975 ae ‘ 
ср и Si 9332 
Laps 82 10.3 
Czechoslovakia 
ee = Cue OT Rrra 125.4 4707 37.7 88 11.8 
Е ВВ 136.4 5 786 42.5 109 16.4 
ма 142.1 7693 54.2 147 19.9 
German Democratic Republic 
OOS et Aas ee hess 124.3 4337 34.9 96 15.4 
TCHAD te Bad и 5 148.9 6 440 43.3 146 17.9 
LST Se SN, a Pee oo 140.0 7585 54.2 167 Е 
Hungary 
об tee eye alse 5% 64.2 2608 40.6 46 8.8 
THAD cig, ое eee 68.9 3155 45.8 56 11.8 
MOIS as ns he ra ee 62.0 3 500 56.5 66 14.5 
Poland 
A at ie 131.06 3875 29.6 25 5.3 
ее. 231.0 7746 33.5 51 14.0 
По... 411.0 15476 Sila 103 21.1 
Romania 
OG Sete ese nis, & ws 81.4 4301 52.8 41 36.8 
ПОДИ оо ее 107.0 6 238 58.3 59 45.2 
UO] он ete ave ea er 120.0 7 393 61.6 70 38.1 
Soviet Union 
бен 1613.2 77 580 48.1 35 520 
О Orica. ie cereus sie 1977.5 111595 56.4 50 623 
р eee cxe ИВ 2336.0 152494 65.3 68 680 


Sources: Аз for table 2.1. 
® Upper figure refers to tractors in terms of physical units and lower figure in terms of conventional 15 h.p. tractor units. 


> Excluding tractors in market gardening. 


The ratios of tractors replaced or retired in 1971-1975 those which were delivered between 1971 and 1975.) 


to the stock of tractors may give an indication of the pace 
of technological innovation. Between one-third and 
more than one-half of the tractor park in 1970 was re- 
placed by new, more powerful tractors in the majority of 
the countries of the region. In the Soviet Union, the ratio 
was two-thirds. Poland, with a low ratio of 6.5 per cent, 
again provides the exception. (See text table on page 44.) 

The pace of technological innovation can also be 
demonstrated by the share of “new” tractors in the 
tractor stocks of 1975. (“Ме\м” tractors are defined as 


In this regard, east European countries may be divided 
into two groups: the first includes Czechoslovakia and the 
German Democratic Republic, with new tractors making 
up about one-third of total stock, and the second the 
other east European countries, with a new tractor ratio 
of around 50 per cent. With a 70 per cent new tractor 
ratio and a 66 per cent new grain harvesters ratio, the 
Soviet Union showed the highest replacement rate. 
Account must be taken of the fact that this rate does not 
indicate only the replacement of obsolete machinery but 
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Trends and policies in agriculture 


may imply also problems relating to the quality of 
maintenance and repair work.?5 


Incomplete data on targets for deliveries of tractors 
and grain harvesters for 1976-1980 are in accordance with 


the policy of intensifying the degree of mechanization 
of agriculture (see text table below). 


Planned deliveries of tractors and grain harvesters, 1976-1980 
Un thousands) 
—ШШ 


Стат 
Tractors harvesters 
ee ee ee, 
Ореста та | =.) a5 49 10 
German Democratic Republic . . . 49 7.05 
Romania wre cetyl oo eee we 70 16.3 
‘Soviet Union 1 900 538 


мзБз 
Sources: National plans. 


MATERIAL INPUTS 


Almost all documents referring to the plans for the 
period 1976-1980 call attention to the question of effi- 
ciency in the use of material resources. Whereas in 
industry quantitative targets for reducing material costs 
are laid down, in agricultural production the objective 
has been set in qualitative and general terms, with the 
exception of Bulgaria (target to reduce costs by 4.4 per 
cent). Past trends are. characterized without exception 
by increasing material costs (see text table on page 33). 
To a great extent, this is a consequence of a higher level 
of agricultural technology based on more sophisticated 
inputs of agricultural origin (selected crop varieties, 
pedigree animals) and the massive and increasing applica- 
tion of chemical fertilizers, fuel and power, machinery, 
industrially-processed fodder mix and feed additives, 
and supplied services of non-agricultural origin. Another 
factor contributing to higher over-all material inten- 
siveness of agriculture is a structural shift towards live- 
stock and material-intensive production lines in crop 
production. Global and systematic indicators on these 
trends are not available from the regular statistical 
publications, and the professional literature, although 
rich in partial information, rarely provides а compre- 
hensive analysis. 


In the Soviet Union, the share of material costs in 
gross agricultural output reached a level of 64 per cent 
in 1975.26 The complete breakdown of the figure for 
gross agricultural output was as follows: fodder 46 per 
cent, of which 8 per cent industrially processed; seeds 
10.4 per cent; mineral fertilizers 3.8 per cent, energy 
supplies and power 3.7 per cent; fuel 2.2 per cent; spare 
parts 3.4 per cent; depreciation 18.4 per cent. The 
residual of 12 per cent contains the rather high share 
of costs on repair and maintenance of machinery, and 


25 The Secretary-General of the CP of the Soviet Union has 
criticized the slow pace of replacement of obsolete technology, and 
referred to the DT-54 tractor, an obsolete machine which has been 
in production in the Soviet Union for about 30 years. 

26 A. Brylev and J. Zagaitov, “The efficiency of production and 
material intensiveness of agricultural output’’, in Voprosy Ek onomiki, 
No. 10, 1976, p. 92, ef passim. 


also of costs related to services rendered to agriculture. 
The share of inputs of an agricultural origin in the total 
was around 50 per cent or, if depreciation of fixed assets 
is excluded, rather more than 60 per cent. To some 
extent the share of inputs of a non-agricultural origin 
in total material costs is an indication of the level of 
industrialization of agricultural production. Data com- 
piled from input/output tables for Czechoslovakia, 
Hungary and Poland demonstrate such trends with a 
relatively sharp decrease in the share of inputs of an 
agricultural origin within a short period of time (see 
text table below). 


Structure of material costs in agriculture by sectoral origin 
(Total material costs = 100) 


A = Agriculture 
B = Non-agricultural sectors 


Excluding Excluding 
Country Total imports Total imports 
Czechoslovakia 1967 1973 
ASS TRE te 61.6 63.1 57.3 60.2 
LS Dosey tape tat 38.4 36.9 42.7 39.8 
Hungary 1970 1972 
AN. eae 46.2 ЭД 44.2 48.7 
а О 53.8 48.9 55.8 SES 
Poland 1967 1973 
Av a os 75.4 ЗЫ 68.0 
р Weert 24.6 76.9 32.0 


Source: National statistics. 


The 68 per cent share of non-agricultural inputs in 
material costs in the case of the German Democratic 
Republic for 1972 is certainly an indicator of the appli- 
cation of highly industry-related technology in agri- 
cultural production. 


In the long run, trends to change in inputs by sectoral 
origin can be expected to continue, although the pace of 
structural change may slow down. The developments 
expected for Hungarian agriculture in the period up to 
1990 are demonstrated by the following figures: 


Developmental tendencies in agricultural production in Hungary 


(Indices, based on 1968 prices, with figures for 
average annual percentage changes in parentheses) 


1960-1970 1970-1990 (expected) 

GROSSTOUC ор бое 1232: 180-195 (3.0-3.1) 

Маегат оо isaac 152 (4.3) 170-175 (2.7-2.9) 
of which: 

of agricultural origin . . . 125) 2.3) 125-150 (1.1-2.1) 

of non-agricultural origin 300 (11.6) 220-230 (4.0-4.7) 


nn дд 


Source: A. Lekhel, ‘‘Basic tendencies of technological development in Hungary's 


food production’’, in Mezhdunarodnyi Sel’skokhozyaistennyi Zhurnal, No. 5, 1974, 


р. 18, table 3. 


These past and expected developments for Hungary are 
of general significance. As far as inputs of an agricultural 
origin are concerned, the tendency throughout the 
region is for both the most important elements to decrease 
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in relative importance. In the Soviet Union, for instance, 
during the period 1971-1974, a 2 per cent decrease 
in outlays in terms of conventional feed units was achieved. 
However, because of structural changes in feed mix 
(increased use of more expensive, industrially processed 
mixed fodder), the cost effect was a 17 per cent rise. 
Similar tendencies were recorded in Bulgaria. During the 
decade 1961-1971, the share of seed inputs in material 
costs relating to crop production dropped from 18.5 per 
cent at the beginning to 13.9 per cent at the end of the 
decade. For feed inputs into animal breeding, the corre- 
sponding figures were 89.4 and 82.1 per cent.” 


Intensive research work in agricultural genetics, 
selection and hybridization of varieties, has brought 
about considerable results in this field.?* The application 
of wheat varieties such as bezostaia-] have made it pos- 
sible in the past to surpass a level of 30 to 32 q/ha. At 
present new wheat varieties open up possibilities of 
reaching, on a fairly large scale, yields of 60 q/ha. In 
recent years, selected varieties of sugar-beet have pro- 
duced yield of 600 to 800 q/ha. and of cotton 40 to 
50 q/ha. Co-operation within the CMEA framework 
has been an important factor contributing to increasing 
efficiency and a rapid pace of innovation in this field. 
During the last five years alone, 929 new crop varieties 
and hybrids have been internationally tested. According 
to 1975 data, about 290 varieties have been disseminated 
throughout the region. The most widespread are Soviet 
strains of winter wheat, spring barley strains from Czecho- 
slovakia and the German Democratic Republic, and 
winter rye and sugar-beet strains from Poland.”® In 1974, 
the CMEA member countries adopted a multilateral agree- 
ment on seeds. A long-run programme (1973-1980) on 
production, specialization and mutual deliveries of seeds 
for 45 major crops has been worked out: more than 
100,000 tons of seeds and 150 million saplings and grafts 
are to be exchanged annually.*° Fodder protein produc- 
tion is another big item in CMEA co-operation in this 
field. Shortages and insufficient supplies of feed, despite 
large-scale spending on imported feed, prevent the 
achievement of optimal efficiency in livestock breeding. 
In the Soviet Union, for instance, feed inputs for one 
conventional unit of cattle were on average 25.3 quintals 
in terms of feed units during the period 1971-1974, while 
up-to-date zoo-technical standards require 40 to 45 quin- 
tals per head of cattle and an optimum mix of compo- 
nents, in particular, of fodder proteins.*! 


As mentioned earlier, the flow of resources of a non- 
agricultural origin has been boosted vigorously through- 


a У. М. Petrov, “Material intensiveness of agricultural pro- 
duction and basic factors in its reduction’’, in Planovo Stopanstyvo, 
No. 5, 1974, pp. 34 and 36 (in Bulgarian). 

28 An estimate of the pace of technological innovation in this 
field has been provided by a Bulgarian source (S. Shalamanov, 
op. cit., p. 86). Complete renewal of variety mix in crop production, 
which provides about an 8 to 12 per cent increase in yields, may be 
achieved over a period of 10 to 12 years. 

29 Ecotass, No. 7, 14 February 1977. 


| 30 Yu. Shintyanin and В. Frumkin, “The agro-industrial complex 
in the European countries of the CMEA”’, in Voprosy Ekonomiki, 
No. 2, 1975, p. 89. 


31 See, С. Гора and J. Kurtzev, op. cit., р. 72. 


out the region, which has led to increasing material costs 
in global terms, and to a higher share of such inputs in 
the total costs of agricultural production.” A dominant 
place in these developments is taken by the supply of 
mineral fertilizers. The increasing amounts of fertilizers 
supplied in absolute terms and in terms of consumption 
per unit of arable land are given in table 2.7. 


TABLE 2.7 
Supplies of chemical fertilizers 
(In pure nutrient content) 


Kilograms 
per hectare 
Country and period Thousands of tons of arable land 
ЕЕ 
Bulgaria 
1965 реек aa 361 86 
о oe one 639 159 
А п. 679 166 
О а о ао ро ге са. 250 
Czechoslovakia 
1965. «2: . Viren Sake 893 167 
19703, с. eee s #227 230 
ПО ета: Е 1 604 305 
Pianl980 icy. smc cee S ae ca. 370* 
German Democratic Republic 
1965888 ota 1313 278 
Пе ae ceeteea 1535 332 
1975 оке 1 826 389 
Plan 1980... 2 120 450* 
Hungary 
Об ре 357 63 
Ре о о АЕ 837 150 
о ое ос 1518 276 
Plan 1980... 2000 365* 
Poland 
1965 1 107 73 
1970 2 416 160 
9 eee cee 3 460 234 
Romania 
196502 3 eee 303 29 
М Боб с 702 67 
1975 С are 1 196 114 
Plan 1980. . 2 250 228.5 
Soviet Union 
196. 6 303 28.4 
NOHO 5 вх 10 368 46.8 
5 Say ees 17 477 76.7 
2311930. 27 273 121* 
Byelorussian SSR 
1965) Big. ee 456 76.5 
CW Vier Geen iar ee ese Le 929 159.6 
1975. 1520 260.2 
Ukrainian SSR 
1965... 1286 38.5 
1970 . 2 165 65.1 
1975 3 806 111.8 


Sources: As for table 2.1. 


82 Jbid., pp. 71-72. In Bulgaria, for instance, the share of outlays 
for mineral fertilizers in total material costs of crop production rose 
from 17.4 per cent in 1961-1962 to 24.9 per cent in 1970-1971; for 
chemical agents for protecting crops, the respective figures were 1.8 
and 4.3 per cent. See V. M. Petrov, op.cit., p. 34. 
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The available data for Albania demonstrate the same 
trends. The global quantity of mineral fertilizers supplied 
rose from 20,548 tons in 1965 to 188,866 tons in 1971. 
In 1971, consumption per hectare of arable land was 
112 kg. During the period 1971-1975 consumption per 
hectare rose by 41 per cent, and the 1976-1980 plan calls 
for an increase of 65 per cent in relation to the 1975 level. 


In the Soviet Union the cost effect of this intensive 
use of mineral fertilizers was a rise of 30 per cent per unit 
of agricultural output. Plans for a more intensive level 
of consumption should lead, on the assumption that 
prices will remain stable and unchanged, to a further 
37 per cent rise on costs per unit of output. 


Similar developments can be noted in the consumption 
of electric power in agriculture (table 2.8). The electri- 
fication of agriculture has been carried on at such a pace 
that the share of agriculture in total electric energy con- 
sumption has increased during the period 1965-1975 in 
every country except Bulgaria. The highest share in 1975 
was recorded in the Soviet Union (7.2 per cent) and 
Hungary (6.6 per cent). In the other east European 
countries the consumption of power on agriculture was 
around 4 per cent of total consumption. The plans do 
not provide information about future trends (except 
in the case of the Soviet Union), but ambitious targets in 
production will lead to increasingly intensive power 
consumption. The cost effect of increased power consump- 
tion in the Soviet Union may be demonstrated by the 
43 per cent increase in consumption per unit of output 
in the period 1971-1974, and the expectation of a not 
less than 40 per cent increase for 1976-1980.** The con- 
sumption of oil products in Soviet agriculture rose from 
7.3 per cent of material costs (depreciation excluded) 
in 1966 to 9.3 per cent in 1972.35 


In Albania, data on the consumption of electric power 
have not been released. Statistical data refer only to the 
period up to 1971, and to total energy used in agriculture 
in horse power. Between 1965 and 1971 the energy 
capacity of Albanian agriculture increased from 361,000 
h.p. to 608,000 h.p. (68.5 per cent), and this was accom- 
panied by a decreasing share of draft animals in the total 
from 15 per cent in 1965 to 8 per cent in 1971. 


Two problems dominate policies relating to the chemi- 
calization of agriculture. The first concerns the quality 
of fertilizers and their mix, and the second the trans- 
portation and storage of mineral fertilizers, liming 
materials and other chemicals. The Soviet plan stipulates 
an increase in nutrient content of chemical fertilizers 
from 35 per cent in 1975 to 40 per cent in 1980. Deliveries 
of highly concentrated and complex fertilizers are planned 
to reach 85 to 87 per cent of total deliveries. The relative 
shortage of phosphates, particularly necessary in grain 
growing, should be overcome by an accelerated rate of 
production of this type of fertilizer, allowing for a dou- 
bling of deliveries from 20.5 million tons in 1975 to 
40.3 million tons in 1980. This should change the relative 


33 A. Brylev and J. Zagaitov, op. cit., pp. 94 and 97. 

34 Ibid. 

35 Data derived from input/output tables. G. Shmelev, op. cit., 
р. 104. 


TABLE 2.8 


Consumption of electric power in agriculture & 
В a ee a 


Country and period oe "k wh Licks Wiad 

Bulgaria 

ба 455 109 

ом, орион 675 163 

Оо red 955 241 
Czechoslovakia 

об ee Gin 1 072 212 

1970 csc Wei cena eas #575 315 

ОО Бо рае м 2 336 477 
German Democratic Republic 

Tear сре, Gd. a ee 1 349 286 

О ее. 1 870 405 

ео ао Вок 3 329 708 
Hungary 

Тб: Res ace ce Ga 237 45 

AO TO Scns) its: eae es ee 867 167 

1975 J. oe tae ны 1 633 318 
Poland 

L96S Cece: we ear 832 55 

о са 1455 96 

197 5a pees eee ne В 2 969 201 
Romania 

LOGS Weer ate ee Geiser 271 28 

о oe 2 710 73 

Пн а 2014 207 
Soviet Union 

TD gag. pote ei № 21 099 94 

190 eo) oe ges tee os 38 552 3 

о oe Е 73 804 327 

НЕО о о ово ъос 130 000 Бы 


Sources: As for table 2.1. 
® Forestry included except for Poland. 


share of phosphate fertilizers in total supplies from 
27 per cent to 35 per cent by 1980, a share which is 
considered to be close to the optimal structure of fertilizer 
mix. The use of liquified, highly concentrated fertilizers 
and liquid ammonia should also increase.*® 


Deposits of raw materials for the production of 
mineral fertilizers are allocated very unevenly within the 
CMEA area. Only the Soviet Union and the German 
Democratic Republic dispose of large-scale resources of 
potassium raw materials. Phosphate-containing rocks 
are located in the Soviet Union, as is, of course, crude 
oil, derivatives of which are used more and more in pro- 
viding urea, ammonia and chemicals for crop protection. 
The building of new production capacities for ammonia, 
urea, nitrogen and phosphate fertilizers is envisaged 
in all the countries of the region for the 1976-1980 period. 
In most of the countries of the area, export surpluses 
have been mentioned as production objectives (Bulgaria, 
for instance). Liming of acid soils and spreading of 
gypsum is, as mentioned before, planned for a huge area 


36 М. Borchenko, op. cit., pp. 28 and 29. The effect of the use 
of fertilizers in 1974 was 5.6 kg of grains per 1 kg of active substance, 
which was 1.3 kg more of grain than in 1970. The planned level of 
consumption of fertilizers should bring the return of grain up to 8 
to 9 kg per unit of active substance. See У. Popov, op. cit., р. 90. 
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of arable land in the Soviet Union. In the Non-Black- 
Earth zone alone the share of acid soils is almost 50 per 
cent of the total area, and the plan envisages liming on 
23 million hectares. In Czechoslovakia also, the need 
for a radical improvement in the use of calcium fertilizers 
has been stressed; for 1980, a target of supplying more 
than 2 million tons of calcium fertilizers has been set, 
with 600,000 tons to be based on steel industry Заз." 


In the plans and o: er policy-formulating documents, 
reference has been made to a radical change in the use 
of organic fertilizers. In the Soviet Union, programmes 
are to be worked out for the processing on farms of fluid 
wastes into fertilizers and for composting manure with 
peat. In Albania every socialist farm has been instructed 
to establish a special team or squad in charge of process- 
ing organic fertilizers. 


Upward trends in supplies of chemical agents for crop 
protection are demonstrated in the text table below. 


Supplies of chemicals for crop protection 


Kilograms per hectare 


Country and period Thousands of tons of arable land 


Bulgaria 
NOG See tere be ne eae es 12:9 3.1 
97] ое 12.0 2.9 
1975 gen а». 24.4 5.9 
German Democratic Republic 
а о 8.2 ibe 
ТОО. ПА re ee 18.6 4.0 
ТО и. Mas 22.5 4.8 
Poland 
Об а: 65.8 4.3 
т о els on ee 53:7 3.6 
POTS pe tts И ae cap 60.0 4.1 
Soviet Union 
о aot 292 1.3 
Бао а: 628 2.8% 


Sources: As for table 2.1. 


Co-operation within the CMEA has been particularly 
intensive in this field. In December 1973, the member 
countries of “Interchim’—a CMEA international asso- 
ciation—signed a multilateral agreement on an invest- 
ment programme for the building of capacities for the 
production of chemical agents on the basis of inter- 
country specialization and co-operation. During the 
period 1976-1980, 61 new projects are to be built and 
13 existing plants to be modernized and expanded. The 


programme also lays down targets relating to mutual 
deliveries .*8 


The optimization of the simultaneous application of 
mineral fertilizers, chemical agents and increasingly of 
so-called biological methods of crop protection requires a 
working out of complex programmes in order to co-ordi- 
nate the various measures in the fields of agricultural 
chemistry, selection of varieties, agro-technology, agro- 
biology, mechanization and management. Within the 


3? J. Baryl, op. cit., рр. 28 and 29. 
38 С. Shmelev, ор. cit., р. 105. 


institutional framework of the USSR Ministry of Agri- 
culture, complex programmes for the protection of 
21 crops were elaborated in 1976. 


The second policy issue pertains to the problem of 
transportation and storage of mineral fertilizers with 
a view to increasing efficiency and diminishing waste. 
In the Soviet Union, Czechoslovakia and Hungary, 
wastage has been estimated at 10-15 per cent of total 
supplies of fertilizers. The Central Committee of the 
CPSU and the Council of Ministers of the USSR have 
accordingly recently adopted a resolution “On measures 
to further increase the effectiveness of the use of mineral 
fertilizers, to reduce fertilizer losses during transportation, 
storage and application to the soil, and to improve agro- 
chemical services for collective and state farms’”.*? The 
Czechoslovak Government also envisages the working 
out of new regulations for the distribution of fertilizers. 


Increasing costs have accompanied changes in the level 
of transport services provided to agriculture. Whereas 
the unit cost of transporting one ton-kilometre of agri- 
cultural products in collective farms in the Soviet Union 
around 1965 was between 6 and 8 kopeks, it had risen 
to 12 to 15 kopeks by the end of the decade under review. 
The same source refers to a figure of more than 2 billion 
roubles spent by collective farms alone on the mainte- 
nance of transport vehicles.*t The situation for state 
farms must be similar. The optimal solution of the trans- 
port problem in agriculture on a farm scale, on the scale 
of larger regional complexes, and also on a country 
scale, is another open issue. It seems that this problem, 
in spite of its importance, has not attracted the attention 
of planners and policy makers with the same intensity 
as the problems just discussed. However, reference has 
been made to the need to build up the rural road infra- 
structure in the Soviet Union. 


(iv) Changes in the structure of agricultural production: 
crop farming and animal husbandry 


There is no country in the region where the share of 
livestock production in total agricultural output was 
not stepped up during the period 1971-1975 in comparison 
with that of 1966-1970 (table 2.1). These developments 
were conditioned, above all, by the policy decision to 
give higher priority to livestock expansion in virtually 
all the countries of the region. There were explicit planned 
targets for 1971-1975 on the accelerated expansion 
of livestock in relation to that of crop production in 
Hungary and Poland. In the other countries, the evidence 
is less direct. In the German Democratic Republic and 
Czechoslovakia, the achievement of self-sufficiency in 
livestock products seems to have been a policy objective. 
In both countries the objective has been achieved: the 
trade deficit in meat and meat products had been elimi- 


39 Biological methods have already been applied on 7 million 
hectares, and the 1976-1980 Soviet plan envisages their application 
on an area of 25 to 30 million hectares. See N. Borchenko, op. cit., 
р. 32. 

40 Pravda, 20 June 1976. 


41 |. F. Suslov in a round-table discussion, in Voprosy Ekonomiki, 
No. 2, 1976. 
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nated by the end of the 1971-1975 period. In the Soviet 
Union, after two years of bad harvests (1972 and ye 
the political leadership showed particular concern for 
the maintenance of livestock herds, which led to massive 
imports of feedstuffs. The selectivity of this policy can 
be demonstrated by contrasting upward trends in cattle 
numbers with the reduction in numbers of grain-based 
livestock, particularly in pig numbers in 1975. The 
decrease in the stock of pigs between the beginning of 
1975 and the beginning of 1976 was more than 15 million 
head, or about 20 per cent. The policy of expanding live- 
stock herds at a high rate has had as its ultimate objective 
an increase in the supply of livestock products to meet 
increasing home demand and also for export. All the 
east European countries have achieved this objective, 
and have recorded export surpluses in meat and meat 
products, in some cases in spite of a relatively low per 
capita level of domestic consumption. 


The acceleration in the expansion of livestock produc- 
tion in the period 1971-1975 was more pronounced 
than planned. On the other hand, developments in crop 
production have remained largely below expectations. 
The growth rate of gross crop product remained in most 
countries considerably below the 1966-1970 growth 
rates, with Hungary providing the only clear exception. 
In the German Democratic Republic the rate of growth 
in both periods was below 1 per cent. A 0.7 per cent 
average annual increase in the period 1971-1975 was the 
lowest average annual rate of growth recorded in the 
region during this period. The lagging behind of crop 
production in relation to planned trends was caused 
largely by climatic factors. In all countries wide annual 
fluctuations in crop production also adversely affected 
trends in total agricultural production and animal pro- 
duction (charts 2.3 and 2.4). There is no country where 
crop production has not failed to grow in more than 
one year during this period except Hungary, where 
considerable fluctuations occurred during the previous 
five year period, and where the expansion of 1971-1975 
started from the low level of 1970. The years of zero 
or negative growth rate in crop production in relation 
to the performance in the previous years are as follows: 


Annual percentage changes 


Zero or close to zero Negative 


1971 Bulgaria, Poland, German Democratic 
Soviet Union Republic 
1972 — Soviet Union 
1973 Bulgaria, Romania German Democratic 
Republic, Poland 
1974 Hungary, Poland Bulgaria, Soviet Union 
1975 — Czechoslovakia, German 


Democratic Republic, 
Poland, Soviet Union 


Thus planned structural proportions between crop and 
animal production for 1971-1975 were distorted by 
unexpectedly unfavourable developments in crop ргочис- 
tion. The “development” gap between the two main 


sectors of agricultural production was reduced, but 
to a greater extent than planned. Inputs provided by 
crop production, in particular feedstuffs, remained in 
short supply in relation to the expanding demands of the 
livestock sector. It is not certain that disproportions 
would not have appeared even if performance in crop 
production had been in accordance with plan targets. 
The lag in the development of the fodder base was an 
inherited structural problem, which was only magnified 
during the period 1971-1975. Imported feed supplies 
have not wholly met shortages, particularly in feeding 
proteins. The use of domestic crops (grain and potatoes, 
for instance) to make up for shortages distorted domestic 
balances and adversely affected efficiency in the livestock 
sector by raising material costs in fodder. These develop- 
ments required shifts in priorities in order to redress 
structural imbalances and increase over-all efficiency in 
agriculture. 


The achievement of long-term objectives in agricul- 
tural expansion required fairly far-reaching modifications 
and adaptations in medium-term and in short-term 
strategies, and brought about the formulation of new 
policies for the 1976-1980 period. Changes have taken 
place in policies relating to sectoral rates of growth. 
Planned trends are meant to reflect the priority given 
to the expansion of crop production, and to reverse the 
profile of sectoral development in the new quinquennium. 
Except in Bulgaria, and to a lesser degree in Romania, the 
plans call for an accelerated expansion of crop produc- 
tion: the annual growth rates that have been laid down 
are between 3 and 4 per cent, exceeding slightly planned 
rates of global agricultural expansion. Romania is the 
only country where the expansion of crop production 
is expected to exceed 5 per cent per annum. On the 
other hand, expansion rates for livestock production 
have been set below the rates achieved in the previous 
five years, and range from 2.5 to 3 per cent in the coun- 
tries where the plan targets have been released. On the 
whole, the expected profile of development of the pro- 
duction structure within agriculture should reverse the 
tendency, very marked during 1971-1975, for the relative 
weight of crop production to decrease. 


Planned trends go in the opposite direction in Bulgaria 
and Romania, the countries where the share of livestock 
production is considered to be below the optimum from 
the point of view of home demand for livestock products 
and export requirements. Neither Bulgaria nor Romania 
have given precise targets, but it has been reported that 
Bulgaria envisages the achievement by 1980 of a 50 per 
cent share of livestock production in total agricultural 
output. Such a structural shift will require a very rapid 
rate of expansion during the period 1976-1980, which 
should outpace the already high expansion rate of 
3.7 per cent achieved for 1971-1975. The one million 
increase in the number of pigs in 1974 by comparison 
with 1973 (over 40 per cent) has probably demonstrated 
the feasibility of such a high expansion rate, but also 
posed problems of maintenance of such a high number of 
animals in 1975, a year of declining crop production. 
Consequently, the achievement of a structural shift in 
favour of livestock during the period 1976-1980 pre- 
supposes an acceleration of livestock expansion consider- 
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CHART 2.3 
Gross agricultural ouput: total production, crop and animal production 
(Indices, 1965 = 100) 


Crop 


.—.—_. Animal production 
a 


Total production 
© : 
————— Crop production КА Animal 
Source : As for Table 2.1 
BULGARIE БОЛГАРИЯ 
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POLAND POLOGNE 


1966 - 1970 


1971 - 1975 
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1976 - 1980 
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1976 - 1980 
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/ iar 110 
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3 
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Sources: Аз for table 2.1. 
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CHART 2.4 
Crop production 


(Percentage share, total gross agricultural product = 100) 
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ably exceeding an average annual rate of 4 per cent. The 
policy adopted in Romania is based on a more modest 
degree of planned structural shift. (A livestock ratio of 
42 per cent seems to be envisaged for 1980; the corre- 
sponding figure for 1971-1975 was 40.5 per cent.) The 
emphasis in Romania is on a high expansion rate of both 
crop and animal production. It looks as if the 6 per cent 


growth rate in animal production achieved in 1971-1975 
should be maintained. 


In general, then, it seems that the similarity of struc- 
tural problems in agriculture between the different 
countries, and also the impact of co-operation and 
co-ordination of five-year plans within the CMEA 
framework have narrowed the range of policy options, 
and have resulted in a relatively high degree of similarity 
of policies adopted in terms of global and structural 
targets. 


Within the general priority given to crop production, 
the core of the development programme remains grain 
production (table 2.9). Feed crops, vegetables, fruit 
and sugar-beet have taken on greater prominence than 
in the previous five-year period, but have remained, in 
accordance with global agricultural strategy, less impor- 
tant than grains (table 2.12). A number of special pro- 
grammes have, however, been worked out for the pro- 
motion of aims relating to the expansion of production 
and the improvement of supplies of these other crops, 
mainly for home markets. 


As mentioned earlier, production targets in crop 
production have as an ultimate goal the achievement of 
national self-sufficiency, particularly in grains. Self- 
sufficiency in animal products, especially in meat and 
meat products, has been achieved in all the east European 
countries with the exception of the Soviet Union. By 
1975, Czechoslovakia had virtually eliminated its trade 
deficit in meat, and the German Democratic Republic 
recorded a small export surplus in that year. This stra- 
tegic task has been most explicitly formulated in the 
report of the Presidium of the CP of Czechoslovakia: 
“(the aim is) to achieve in the space of a few years self- 
sufficiency in grain production and to increase further 
our over-all self-sufficiency in food production”.* т 
countries like Hungary, Bulgaria and Romania, where 
global self-sufficiency in the food complex has already 
been achieved, emphasis is on increasing export surpluses 
and improving supplies to domestic markets. Reference 
to self-sufficiency in particular crops has also been 
made: Hungary for instance, has mentioned as a special 
target the achievement of self-sufficiency in sugar pro- 
duction. 


Self-sufficiency as a priority objective has undoubtedly 
been influenced by balance-of-payments considerations. 
Heavy imports of grains put an additional strain on 
balance-of-payments situations already tense because of a 
rather inelastic demand for imports of capital goods, fuels 
and raw materials, and to the increasing uncertainty of 
prospects for exporting manufactured goods to areas 
outside of the CMEA region. The big item—agricultural 


42 Session of the CC of the CP of Czechoslovakia held in Novem- 
ber 1974. See J. Baryl, op. cit., p. 10. 
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trade in grains, and in particular feed grains—recorded 
a relatively modest trade deficit for the region as a whole 
in 1966-1970 (table 2.10). The trade position of the region 
deteriorated considerably during the period 1971-1975: 
large-scale net imports were recorded in the east European 
countries, taken as a whole, and in the Soviet Union. 
Although the deficit in 1971-1975 was only about 5.5 per 
cent of total production (8.6 per cent in eastern Europe 
and 4.1 per cent in the Soviet Union), its effect on the 
balance of payments, on performance in domestic pro- 
duction and on consumption cannot be considered as 
marginal. Compared with the position as it was in the 
period 1966-1970, when the trade in grains was almost 
balanced (the deficit was 0.5 per cent, with the Soviet 
Union as net exporter to the extent of 1.7 per cent, and 
eastern Europe as net importer of grains to the extent 
of 6.7 per cent), the situation in the period 1971-1975 
shows a marked deterioration. 


The trade performance in grains also deteriorated in 
each individual country of the region (table 2.11), with 
the exception of Hungary, and to some extent of Czecho- 
slovakia. In the German Democratic Republic and Poland 
the deficit grew, while in Czechoslovakia it fell but re- 
mained at a high absolute level. In the other countries, 
trade surpluses in the former period were turned into 
deficits (Soviet Union) or substantially reduced (Bulgaria, 
Romania). 


Looking at the structure of the deficit in grains, feed- 
grains made up 57 per cent of the total, reflecting strains 
which existed in all countries because of a lagging behind 
in the production of feed grains and fodder stuffs in general, 
strains which were magnified by the accelerated expansion 
of the livestock sector. 


Trade balances in meat and meat products, as computed 
on the basis of annual averages, remained virtually 
unchanged throughout the region (see text table below). 


Foreign trade in meat and meat products, 1971-1975 


(Annual averages in thousands of tons) 


Country Exports Imports Balance 
Bulgaria UP Wes) 53 
Czechoslovakia Г 25.9 43.5 — 17.6 
German Democratic Republic 230% 38.8 Aes 
Hungary 182.0 17.6 164.4 
Poland . . 196.8 59.0 137.8 
Romania Fe ks os 104.5 PANT 82.8 
East European countries 605.4 200.1 405.3 
Soviet Union : 54.0 302.8 —248.8 
Soviet Union and east 
European countries 659.4 502.9 156.5 


Sources: As for table 2.1. 
Note : For the German Democratic Republic the figures for exports are taken from 
the FAO Trade Yearbook, vol. 29, p. 28, table 9. 


With a total meat output of 23.8 million tons for the 
entire region in 1971-1975, of which 14 million in the 
Soviet Union and 9.8 million in eastern Europe, the 
relative trade position was +0.7 per cent for the whole 
region, +4 per cent for eastern Europe and —1.8 per cent 
for the Soviet Union. In per capita terms, the export 
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TABLE 2.9 
Grains: production and yields 


(Annual average output in millions of tons, yields in quintals per hectare; 
output per head of population in kilograms) 


i a et at ao бд. 


Total grains Percentage share т 
head of 
Country and period Output Yield Bread grains Feed grains population 
pe Se ee ee eee 
Bulgaria 
1966-1970 ..... 6.45 27.4 45.8 54.2 770 
1971-1975) oe cs merce 7.46 33.1 42.1 57.9 865 
Plan 1976-1980... 9.60 
Czechoslovakia 
1966-1970 ..... elt 26.6 49.9 50.1 496 
1971-197 Sree 9.44 33.9 52:9 47.1 647 
Plan 1976-1980... 10.6-11.0а 41-42ab 


German Democratic 


Republic 
1966-1970 ..... 6.99 29.4 53.3 46.7 409 
MEMCHISS. oho SA 8.76 95.7 52 47.8 516 
Plan 1976-1980... 9.70-10.75 40-41 

Нипвагу 
1966-1970 ..... 8.40 25.4 38.5 61.5 819 
ПОС осове 11.52 35.0 38.8 61.2 1103 
Plan 1976-1980... 14.06 

Poland 
1966-1970 ..... esi 19.8 67.5 32.5 539 
1971-1975 ..... 21.24 25.1 62.5 515 636 
Plan 1976-1980... 24.0 

Котапа 
1966-1970 ..... 12.95 19.4 36.7 63.3 657 
1971-1975... 14.97 24.1 36.4 63.6 718 
Plan 1976-1980... 20.0-22.36 


Eastern Europe® 


1966-1970 ..... 59.27 727 50.5 49.5 582 
НО СЯ) бовос 73.39 28.9 48.9 Syl 700 
Plan 1976-1980... 87.90-91.71 


Soviet Union 


1966-1970 ..... 167.56 157 61.5 38.5 703 
НЕО og a & 181.55 14.7 59:3 44.7 TPH 
Plan 1976-1980... 215.0-220.0 

Byelorussian SSR 
1966-1970 ..... 3.55 shal 36.9 63.1 404 
1971-1975... 5.54 203 40.5 59.5 600 
Plan 1976-1980... 6.9-7.2 

Ukrainian SSR 
1966-1970 ..... 33.36 21.4 52.8 47.2 717 
91-е 40.01 24.7 52.8 47.2 828 


Plan 1976-1980... 46.0-48.0 
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TABLE 2.9 (continued) 


Grains; production and yields 


(Annual average output in millions of tons, yields in quintals per hectare; 
output per head of population in kilograms) 


ао ed ee ee ЕД 


Total grains Percentage share 
Output per 
С head 
ountry and period Output Yield Bread grains Feed grains pga 


Soviet Union and 
Eastern Europe 


1966-1970 ..... 226.83 15.3 58.6 41.4 667 
И 1 ос 254.94 17.1 53:5 46.5 719 
Plan 1976-1980... 302.6-311.71 
Albania (Thousands of tons) 

L965 ea eer ees 290.0 11.2 me Ee 155 
В о 463.1 17.3 de ath ID) 
а ers 622.8 23.0 He a 256 
lanl 9SOm ean 996.5 34.0 ne a 370* 


Sources: As for table 2.1. 

Note:, Bread grains include wheat and rye. 
® Cereals only. 

ъ 1980. 

° Excluding Albania. 


surplus in eastern Europe was about 4 kg of meat and the 
import surplus in the Soviet Union less than 1 kg. Annual 
data show a trend to increasing export surpluses in east 
European countries over the whole period, and increasing 
import surpluses in the Soviet Union, particularly in 
1974 and 1975 (see text table below). 


Meat and meat products: trade balances 
(Thousands of tons) 


Eastern Soviet Total for 
Europe Union the region 
197 eraser eta co a 142.9 —189.8 —46.9 
UO 2 о es 300.4 —70.4 230.0 
NO Sree сме 397.9 — 53.5 344.4 
OTA ener. sees 517.8 — 459.2 58.6 
еее 667.6 —470.9 196.7 
Annual average 
1971-1975 .... 405.3 —248.8 156.5 


a 


Even in the meat-exporting countries of eastern Europe, 
strains on home markets for meat and meat products 
intensified in the end year of the period. In some of them 
the level of consumption per capita was rather low 
(55-60 kg in 1975 in Bulgaria and Romania) and in some, 
such as Poland, increasing home demand for meat, 
resulting from steeply rising incomes of the population, 
has remained unsatisfied in spite of a considerable rise 
in per capita consumption (70.3 kg in 1975). 


TARGETS FOR THE 1976-1980 PERIOD 


The 1976-1980 plans lay down as a main objective the 
achievement of greater balance in agricultural develop- 


ment. It seems that the key link in this strategy has been 
the grain complex, with the fodder base (feed grains) as 
its principal component. The volume of grains aHocated 
for human needs has been, with a few exceptions in 
some years, at an adequate level. 


For Bulgaria, Romania and Hungary, the grain pro- 
blem can be treated as a problem of maximizing grain 
output and correcting the balance between bread and 
feed grains. If the plan targets are fulfilled, Bulgaria 
and Romania will reach a level of production of one ton 
of grain per capita, an amount considered as fully ade- 
quate to satisfy domestic needs and allow for an export 
surplus. (At present approximately 750-800 kg of grains 
per capita can be considered as the level of production 
which secures a balanced trade in grains for these coun- 
tries.) Hungary plans to reach a level of around 1.3 tons 
per capita, which will allow her to remain the biggest 
grain producer and exporter in relative terms in the 
region. 

In Czechoslovakia, the objective of self-sufficiency in 
grains is rather ambitious, and will not be achievable 
unless norms for domestic consumption of feed grains 
are considerably reduced. The trade deficit in per capita 
terms was reduced from 113 kg in 1966-1970 to 98 kg 
in 1971-1975. Taken together with domestic production 
of grain, this makes a level of apparent consumption 
of about 750 kg per annum in the period 1971-1975. The 
level of production expected for 1976-1980, based on a 
yield of 41-42 q/ha, might provide a per capita grain out- 
put of around 700-720 kg, which is short by about half 
a million tons of the country’s global needs. 


In the German Democratic Republic, the objective is 
to minimize the trade deficit in grains. The deficit on 
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TABLE 2.10 


Grains: foreign trade 


(Annual averages in thousands of tons) 


Spee a ae Ne eS oe 


Total grains 


Bread grains Feed grains 


ee SSS SS eS ee 


О В ЕЕ 


Country and period Import Balance 


Export Import Balance Import Balance 


Se a aE i ire ee ne ee о 


Eastern Europe and 
Soviet Union 


1966-1970 ...... 8057 9 261 —1 204 

ПОЛ ЕЯ) Gi S50 6 8307 22100 —13 793 
Eastern Europe 

1966-1970 ...... 2422 6 394 —3 972 

LOPES TS ee 2583 8.912 —6 329 
Soviet Union 

1966219 Olas re 5635 2867 2768 

1971-1975 > 5724 13 188 —7 464 


Sources: As for table 2.1. 


6 287 7028 —741 1770 2.233 —463 
6430 12 269 —5 839 1877 9 831 —7 954 
1397 4501 —3 104 1025 1 893 —868 
1 566 4360 —2 794 1017 4552 —3 535 
4 890 2527 2363 745 340 405 
4 864 7909 —3 045 860 529 —4 419 


Note: Bread grains include wheat only for Bulgaria, Hungary and Romania, and wheat and rye for all other countries. Figures for feed grains are calculated as the 


difference between total grains and bread grains. 


a per capita basis rose from around 120 kg in 1966-1970 
to almost 190 kg in 1971-1975, which was about 37 per 
cent of domestic supplies, with apparent consumption 
amounting to about 700 kg per annum. The expected 
volume of grain production in 1976-1980, based on a high 
40-41 q/ha yield, will provide per capita supplies at a 
level slightly higher than 600 kg. The expected average 
annual deficit may be between 1.6 and 1.7 million tons, 
i.e. about one half of the 1971-1975 deficit. 


Poland has been another great net importer of grains 
in eastern Europe, with a per capita deficit which increased 
from 60 kg in 1966-1970 to 98 kg in 1971-1975. Apparent 
consumption per capita exceeded 730 kg in the latter 
period. The targets for 1976-1980, if reached, will provide 
for a per capita level of production of 680-700 kg of 
grains. The domestic grain market will be short of 
1.3 to 1.5 million tons annually, if all expected quantities 
are realized, and if substantial changes in animal produc- 
tion are not envisaged. Although below that of 1971- 
1975, the expected rate of expansion of animal production 
for 1976-1980 is envisaged at a rate of 2.5-3.0 per cent 
and will probably step up the demand for grains. The 
five-year agreement with the United States of America 
for an annual volume of 2.5 million tons of grain im- 
ports in the period up to 1980 might indicate that the 
grain deficit of more than 10 per cent in relation to dom- 
estic output has been incorporated into Polish devel- 
opment strategy for agriculture. 


The biggest producer of grains in the region is the 
Soviet Union. Its share in the total grain production 
of the region decreased from 74 per cent in the period 
1966-1970 to something more than 71 per cent in the 
period 1971-1975. On the basis of production targets 
it seems that the Soviet Union should maintain Из 
relative share of 71 per cent in the period 1976-1980. 


The 1976-1980 target for grain production in that country 
is about 12 per cent higher than the annual average 
recorded for 1971-1975. This pre-supposes an increase 
in yield per hectare from 14.7 to 16.8-17.2 q/ha. Appa- 
rent consumption per capita in the period 1971-1975 was 
about 760 kg per annum (727 kg of domestic supplies and 
30 kg of imported grains), which could not be considered 
as a normal level. The expected level of production per 
capita in the period 1976-1980 might be around 820- 
850 kg per annum, which would certainly allow for a 
higher level of domestic consumption and a surplus of 
between 5 and 12 million tons. 


As is evident from past performance, Soviet grain 
production depends to a great extent on climatic condi- 
tions. This dependence has been defined in quantitative 
terms in an equation published in 1972 and elaborated 
for long-term forecasts of agricultural development.** 
According to this equation, agricultural gross output 
is a function of two factors—the index of inputs of mate- 
rial and human resources, and the index of the climatic 
situation. The long-term forecast estimated the index 
of climatic conditions for 1975 at a level of 92 and for 
1976 at 105. It was assumed that of the following three 
years (1977-1979) two years might suffer from relatively 
unfavourable weather conditions. If the forecasts prove 
to be true, Soviet agriculture will again undergo annual 
fluctuations. The degree of fulfilment of planned targets 
will depend on the amplitude of fluctuations in grain 
production. These were exceptionally high in 1971-1975, 
amounting to 82.5 million tons of grain or 45.4 per cent 
of the annual average volume in this period. Past and 
estimated future fluctuations are as follows: 


43 The equation was presented at the third all-Union Conference 
on the application of mathematical statistics to agricultural eco- 
nomics. Quoted in A. Brylev, op. cit., p. 101. 


Annual fluctuations in grain production 
Sa ee ee a ee sd Se a ales a 


Annual 
average Minimum Maximum geod 
AS percentage 
Period (Millions of tons) pleco 

SS о 
TSG 1-196 Sie 130.3 107.3 152.1 44.8 34.1 
1966-1970 ..... 167.6 147.9 186.7 38.8 28).93 
1971-1975 3a 181.5 140.1 222.5 82.4 45.4 
1976-1980 Seren 217.54 192.3 242.7 50.4 29.2% 


м—ж——————д—д—д—д—д—дд—дддкдд 


Source: For 1961-1970, У. Dmitriev, “*Arelioration — а key question in the build 
production’’, in Planovoe Khozyaistvo, No. 10, 1975, р. 55. ь ее. 


Note: Daia for 1971-1975 based on national statistics and for 1976-1980 estimated by th 
1966-1970 indicator of intensity of annual fluctuations. Bone apace ner ad 
® Middle of the range. 


TABLE 2.11 
Grains: trade balances 


(Annual averages in thousands of tons; Export surplus (+), Import surplus (—)) 


Total Bread Feed 
Country and period grains grains grains 

Bulgaria 

966-197 Ove к. 307 141 166 

9-ГО cece ke Sobers an hese 96 195 —99 
Czechoslovakia 

SG6-19 7.0 ee es cease tee eee ceo —1616 —1271 —345 

О о —1422 —937 —485 
German Democratic Republic 

96621970) а —2109 —1470 —639 

и. —3 206 —1577 —1629 
Hungary 

TOG бе. 18 15 3 

OTTO T Scere ee hls es are cermeeme 536 497 39 
Poland 

1966-е. —1935 —1 266 —669 

UGTTANOTS ewe a setae ее —3 255 —1552 —1 703 
Romania 

OG GANS]. eerie еее oe ros fale at 1391 768 623 

ПИ о, рее enemies Ls te 922 580 342 
Eastern Europe 

1966-97 еее оне не —3 972 —3 104 —868 

UC Lo NES о Poe yhehceaeasaonc. pace aad о pec —6 329 —2794 —3 535 
Soviet Union 

1966-1970 ор» 2768 2363 405 

По ое ро Фо nee een ee —7464 —3 045 —4 419 
Total area 

USG6=L G7 ON еее ae —1 204 —741 —463 

ПОЮ oh Fee ory store @ ооо па —13 793 —5 839 —7 954 


Е ЖИ ЖИ ОА ит 


Sources and notes: As for table 2.10. 


60 The five-year plans for 1976-1980 in eastern Europe and the Soviet Union 


TABLE 2.12 


Production and yields of non-grain crops: root crops, industrial crops, fruit and vegetables 
(Annual averages; output in thousands of tons, yields in quintals per hectare) 


nn ee eS ee 


Potatoes Sugar-beet Oil seeds 
Е Output of Output of 
Country and perlod Output Yield Output Yield Output Yield vegetables fruit 
i Se aes РР SS и 
Bulgaria 
VOGG=UO70 ee cress urcin arte 380 114 1860 323 466 16.6 Se a 
1971-1975: eee ee wg woe 355 118 ЕЕ 293 475 16.7 157 
Czechoslovakia 
1966-1970 г... 5676 151 6 913 358 80 13:5 1183 656 
19-9 4 571 153 6867 346 125 17.8 1078 517 
Plan 1976-1980....... 400-415 


German Democratic Republic 


966-1970 re eres eee 12 283 185 6 009 312 225 19.1 1094 667 
О о tie : 10806 171 5496 PA 275 22.0 1141 571 
Рап 1976-1980....... 200-225 350-380 
Нипвагу 
1966-19 2044 105 S75 325 138 10.5 1564 1994 
ИС СЯ seen este cee 1570 117 3097 330 рэ 121 1631 2200 
Poland 
L9G621 97.0" Ее. 47 906 176 13601 324 544 17.5 3 780 1238 
О Я оо с овес 47083 177 13 848 309 SHS 17.9 3 764 1.15% 
Romania 
1966-197) сосоосоос 2877 93 S513 192 834 12.5 2087 2311 
LMG Fafa Net he Ieee cn me Re Io ag, 3 387 114 4758 231 1054 13.1 2675 2299 
Plan 1976-1980....... 4 6004 860 8 600-9 350 


Soviet Union 


MONCH Ss oco des oe 94 813 115 81118 228 7180 12 19472 9710 
ПЕ СЛУ 2. ola & oe wc 89 782 113 75 984 217 6 694 11.0 22974 12381 
Plan 1976-1980....... 95 000-98 000 

Byelorussian SSR 
1966-1197 Oren ene 13714 140 1039 214 ae ae 790 oe 
а ион ae 12996 142 1107 225 sis a 753 411 
Ва 1976-1980... 1300 


Ukrainian SSR 


SG 6-1.9 7) Olea 20 294 100 46 731 267 2 830 16.4 5 585 Se 
NOHO so se oe 21019 111 45 957 268 2712 15.8 6577 3653 
т 3 000-3 100 


eee 


Sources: As for table 2.1. 
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‚ Supposing. that the annual fluctuations remain within 
the limits of 1966-1970 (23.2 per cent), fulfilment of 
planned targets in grain might be achieved if the minimum 
annual volume is not below 192 million tons, with a 
maximum output of about 243 million tons. Although 
the plan envisages the expansion of the area of arable 
land by 3 million hectares, the assumption is that the 
sown area under grain may remain at the 1975 level 


(128 million hectares). The yields for 1976-1980 would be 
accordingly: 


Quintals per hectare 


лица OTR Sg ob so og OS ee 16.8-17.2 
IM AXIOM re at eee ee они, . 19.0 
Minimuinieuees ое В 15.0 


In other words, the plan target for grain production 
might be achieved if the average yield were to rise by 
2.1 to 2.5 q/ha (average yield for 1971-1975 = 14.7 q/ha). 
This figure is modest when compared to planned increases 
in over-all yields in the east European countries. 


Targets in livestock production demonstrate the priority 
given to the re-building and expansion of animal herds 
in the Soviet Union. (Tables 2.13 and 2.14.) It has 
been estimated that global domestic consumption of 
grain, which allows for normal non-final consumption, 
was 200 million tons in 1975. Half of that amount was 
allocated to human consumption (35.40 million tons), 
seeds, industrial processing, or corresponded to losses 
of different types (transportation, storage, moisture); 
the other half (100 million tons) was consumed in the 
livestock sector. The planned annual increase in live- 
stock production of about 3 per cent may require an 
annual increase in consumption of feedstuffs of about 
3 per cent, supposing that the efficiency coefficients for 
livestock feed remain unchanged. In terms of demand 
for grain in the livestock sector, a volume of 109 million 
tons might be sufficient to provide а feed-livestock 
balance. 


Albania also envisages the achievement of self-suffi- 
ciency in bread grains as the priority objective in agri- 
cultural expansion during the period 1976-1980. Bread 
grains include largely wheat and maize (same proportion) 
and a small quantity of barley. Any analysis of Albanian 
agricultural policy must proceed on the basis of a know- 
ledge of the special conditions prevailing. The country 
has a very low level of natural agricultural resources per 
head of the population. Only 42.5 per cent of its total 
area is agricultural land, which means less than 0.6 ha 
per capita in 1970. Due to the high rate of natural 
increase of the population (2.3 per cent in 1975) and 
despite modest net additions to over-all land stock, 
arable land per capita has a declining tendency, and 
might fall to 0.21 ha by 1980. On the other hand, rela- 
tively low yield levels (17.3 q/ha in 1970 and 23.0 q/ha 
in 1975) do not permit a high level of grain output per 
capita (212 kg in 1970 and 256 kg in 1975). The 1976- 
1980 plan envisages an increase in production of bread 
grains of 60 per cent in 1980 as compared with 1975; 
or a grain harvest by the end of the five-year plan ap- 
proaching | million tons. In per capita terms the amount 
available for domestic use might be around 370 kg, 
a quantity which can hardly be treated as sufficient for 


the achievement of self-sufficiency. The livestock sector 
1s supposed to expand at the same rate as in the 1971-1975 
period, which might lead to a further decrease in its 
relative share as follows: 1965—35.2, 1975—29.0 per 
cent, 1980—28.3 per cent. Meat production is planned to 
Increase by 7 per cent annually, which might raise the 
level of per capita production of meat from 29 kg in 1975 
to 37 kg by 1980. Priority is given to non-grain fodder 
production (special teams are to be organized in every 
socialist farm to manage feedstuffs), vegetables and 
fruit. In the livestock sector past policies of eliminating 
oxen as draught animals and reducing numbers of small 
hoofed animals are to be reversed. 


(v) Agricultural purchase prices 


Purchase prices of agricultural products have been 
revised upwards in the east European countries and the 
Soviet Union on several occasions during the decade 
under review, most frequently with respect to animal 
products. The global effect of these changes on the level 
of farm purchase prices has been rather considerable 
in some countries, but systematic statistical evidence 
is not available. Price indices for agricultural products 
(producer prices or purchase prices) have not been 
released in the regular statistical publications, except in 
Czechoslovakia and Hungary. The global impact of 
price increases can, however, be demonstrated through 
implicit price deflators (IPD) of gross and net agricultural 
products (table 1.8). Systematic data are available for 
five countries.“* The IPDs on the basis of gross output 
exceeded an average annual increase of 2 per cent in four 
countries during the period 1971-1975. Only Czechoslo- 
vakia kept farm prices virtually stable during this period, 
with an average annual increase of only 0.4 per cent. 
During the period 1966-1970 the increase on an average 
annual basis in the gross IPD was about 2 per cent. 
Whereas Czechoslovakia experienced very modest farm 
price changes, Poland (1971-1975) and Hungary (1966- 
1970) recorded a rate exceeding an annual average of 
5 per cent, a rate implying fairly large increases in pur- 
chase prices for some farm products in these countries. 

Such developments in farm purchase prices need some 
clarification with respect to their economic meaning. 
They are the result of decisions made by policy makers. 
They are motivated basically by the intention of bringing 
farm prices closer to “есопопис” prices, 1.е. to relate 
them more consistently to costs of production. Price 
increases are designed to correct inherited cost structures 
and are not an isolated policy measure. Price policy for 


44 The indices of state procurement prices in Czechoslovakia and 
Hungary are very close to the gross IPDs. They are as follows: 


1970/65 1975170 1975165 
Czechoslovakia®. ..... 108.0 103.6 111.8 
ТИ р om 6 o oo 132.8 114.9 152.6 


Source; National statistics. 

в 1967 as a base year. 

Information on increasing agricultural purchase prices have been 
reported in the press from time to time in the German Democratic 
Republic and Romania, and this supports the hypothesis that IPDs 
in these countries have behaved in a similar way to those of the 
region as a whole. 
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Country and period 


Sources: As for table 2.1. 


TABLE 2.13 


Livestock numbers 
(In thousands) 


of which: 
Cattle Cows 


1577 643 
1353 628 
18725 703 
4 389 1948 
4 288 1881 
4555 1903 
4762 2169 
5 190 2163 
SHS 2155 
1920 782 
1912 763 
1904 760 
9480 5775 
10220 5829 
12764 6138 
4 935 2328 
5 216 2625 
6126 3028 
7509 3710 
93 436 39347 
99 225 39762 
111034 41917 
4704 2331 
5383 2490 
6406 2680 
21324 8484 
2352 8563 
24180 8978 


5365 
6 359 
8 813 
12 000-13 000 


13°932 
14 354 
14310 

19 000-19 550 


135 316 
143421 
147091 
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TABLE 2.14 
Livestock output 


(Annual average output of meat and milk in thousands of tons; eggs in millions) 
RE ear a et НАНЕС nl i pct es lt ar Bs И 


Country and period Meat Milk Eggs 
о rae Dip eae ee 
Bulgaria 

1966-1970 Peer a ees ot et 497 1582 1587 

19712197 Sere etn ae oe ae 574 1728 1721 
Czechoslovakia a 

об бо Serene nee, 1258 4385 3346 

97-19 она 1533 5129 4267 
German Democratic Republic 

1966-197 Oe ee eee 1 245 7036 4114 

ее ee. Я te 1511 7 715 4 691 
Hungary a 

1966219. 7 Oe Peete oe 1272 1845 2787 

ME WEE Slew осо 1644 1 856 3521 
Poland 

1966-1970 Rt eee, cs dee ee 2165 14 688 6511 

LSP ATEN We I NR EF Fat gn a 2714 16113 WSUS) 
Romania 

LOGG-L O70 ea а. 337, 3875 3375 

О-о 1853 4 233 4 644 

Ра ее 2500-2687 5 800-6 220 6 000-6 500 
Soviet Union 

1966-197 О и оо 11583 80 553 35 840 

О а ча ор 14 004 87446 51427 

2180197 6-98 - 15 000-15 600 94 000-96 000 58 000-61 000 
Byelorussian SSR 

HOGG-US TOM EG и. > 642 4907 1437 

TORI а ois ee 789 5720 2289 

Plan 1976-1980... 900 6 300 
Ukrainian SSR 

1966 Об Sera ese ne 2677 17 937 8 293 

т eee sees ee 3 280 20 360 11215 

21219761980... 3400-3600 21900 12800 
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Sources: As for table 2.1. 
Note: Meat is in carcass weight except for Czechoslovakia, Hungary and Romania. 
= In millions of litres. 


farm products is largely determined by policies on | | 
incomes, aiming at evening-up the living conditions of 45 In the field of farm purchase prices, four major reforms have 
2 


. . : ы 4. taken place in the Soviet Union: in 1953, 1958, 1965 and 1970. 
people employed He agriculture and those in non-agri If 1973 farm purchase prices for products sold by collective farms 


cultural activities, and by the application in farming to state procurement organizations are conypared with those of 1952, 
of the khozraschet principle, which requires close assO- they can be seen to have risen for all products by about six times, 


ан ctl d price setting. for crop products by 4 times, and for livestock products by I] times. 
ciation between costs of р ми `В The index of purchase prices for cattle recorded а 30-fold increase. 


In brief, price increases reflect the policy eee of See М. Pozhuev, ‘‘The development of the system of purchase prices 
improving the economic position (terms of trade) of we for agricultural products’, in Ekonomicheskie Nauki, No. 8, 1976, 
agricultural sector in relation to the rest of the economy. pp. 55 and 56. 


64 The five-year plans for 1976-1980 in eastern Europe and the Soviet Union 


The impact on these trends of factors of an inflationary 
character cannot be neglected for some economies, but 
they are of minor importance. 


A comparison of changes in the IPDs based on net 
output with those based on gross output provide some 
information on the factors influencing price increases of 
farm products. Only in one case (Czechoslovakia, 1971- 
1975) did changes in gross IPDs outpace the respective 
changes in net IPDs. This can be accounted for com- 
pletely by the impact of increased prices of material 
inputs—the net IPD remained virtually unchanged at 
99.6, and the IPD for industrial output recorded a 
slight increase during the same period. In no other 
instance can the impact of increased prices of material 
inputs be clearly singled out. Greater changes in the net 
IPD indices as compared with the respective changes in 
the gross IPD indices may reflect a combination of 
increases in the prices of material inputs and increases 
in the unit value of net output of agricultural products. 
In two countries, Bulgaria and the Soviet Union, the 
IPDs for industrial output recorded a decline during 
1971-1975, and the prices of farm material inputs of an 
industrial origin must have at least remained unchanged, 
if they did not fall. Thus the increase in IPDs may be 
fully imputable to farm income increases. In Hungary 
and Poland, the income effect of price increases of farm 
products must have been much less pronounced than 
the effect of increased prices of material inputs: the 
IPDs for industrial products have risen, and this may 
explain most of the fairly small difference—about 2 per- 
centage points—between the two IPDs for agriculture. 


In all countries statistical data on remuneration in 
agriculture show considerable annual increases, in several 
countries even outrunning the rise in productivity 
(table 5.2). In Poland, for instance, a 4.1 per cent 
increase in labour productivity in farming was accom- 
panied by a 12.8 per cent increase in money income of 
farmers in the period 1971-1975. It has been reported 
that in the Soviet Union wage and remuneration increases 
in farming have more than cancelled out the effect of 
reduced unit labour inputs on labour costs of agricultural 
products.** In Hungary too, the income effect of price 
policy for farm products has been stressed. The govern- 
ment programme for promoting cattle-breeding provided 
for an increase in producer prices allowing for an 8 per 
cent rate of profit on productive assets and a 15 per cent 
profit rate on prime costs in the cattle-breeding branch.*” 
Between 1965 and 1975 a 67 per cent increase in the index 
of producer prices for livestock and livestock products 
was recorded in Hungary. 


The effect of price changes on farm profitability cannot 
be demonstrated because of the lack of relevant statistics 
in most countries. The one piece of information avail- 
able on changes in profitability in industry and socialist 


46 V. Popov, op.cit., p. 84. During the period 1966-1974 labour 
productivity in terms of man-hours was stepped up by 55 per cent 
in collective farms and 57 per cent in state farms. Labour remuner- 
ation rose by 69 per cent. In spite of declining labour inputs, unit 
labour costs were not reduced. 


at F. Fekete, “‘Development in livestock production and tend- 
encies in supply and demand in the European socialist countries’’, 
in Acta Oeconomica, No. 2, Vol. 13, 1974, p. 211. 


agriculture in the Soviet Union after the 1965 price reform 
does not indicate any improvement in global profit 
rates for socialist farms between 1965 and 1970 in spite 
of the fact that 1970 was a good agricultural year. 
Whereas profitability (profit as a percentage of the value 
of fixed productive assets and material circulating assets) 
rose in industry as a whole from 13 per cent in 1965 to 
21.5 per cent in 1970, and in food processing from 24.4 to 
27.6 per cent, it remained virtually unchanged in agricul- 
ture, with corresponding figures of 11.1 and 11.5 per 
cent respectively.** Another indicator of relatively low 
farm profitability could be the amount of subsidies paid 
directly to agriculture to finance differences between 
purchase prices and production costs in agriculture. 
The figure reported by the Hungarian Minister of Agri- 
culture in September 1975 demonstrates the size of the 
problem. In 1974, state subsidies in Hungary amounted 
to 1,500 forints per hectare, which adds up to about 
10 billion forints or more than 50 per cent of capital. 
investment spending in agriculture in that year. 


Farm purchase prices are institutionally (and econo- 
mically) separated from consumer prices for food prod- 
ucts. In most countries, increases in purchase prices 
do not affect corresponding retail trade prices. The price 
lag has had a tendency to grow larger, and this has 
increased the importance of subsidies. Information about 
the level of subsidization is rather scarce and fragmentary, 
but two recent references are available which are very 
illustrative in this regard. In 1975, state subsidies for 
maintaining stable retail prices for food products in 
Poland came to 100 billion zlotys, an amount 40 per 
cent higher than agricultural investment spending in that 
year. State subsidies paid for the maintenance of stable 
retail prices of meat and milk products in the Soviet 
Union in the same year amounted to 19 billion roubles, 
or almost 80 per cent of agricultural investment spending.* 


The principle of uniform farm purchase prices was intro- 
duced in all the countries of the region during the 1960s. 
The old system of multiple price criteria for the same 
agricultural products was abandoned. State and collective 
farms, and also producers on individual plots and private 
farms, now face the same economic criteria for the evalua- 
tion of their output. Nevertheless, the effect of price 
increases differs from one socio-economic sector of 
agricultural production to another. The data on indices 
of farm purchase prices in the Soviet Union during the 
1964-1973 period demonstrate the extent of changes and 
also the variations in the incidence of these changes on the 
different sectors (see text table below). 


48 Г. Kassirov, “Rent relationships and the development of 
economic methods in management’, in Ekonomicheskie Nauki, 
No. 5, 1974, p. 57. 


49 М. Glushkov, “The economy and prices”, in Pravda, 
8 February 1977. The Chairman of the USSR State Committee for 
Prices indicated the degree of price distortion by stating that retail 
prices for beef (first category, central regions) was 2 roubles per kg, 
and of butter 3.60 roubles, whereas corresponding costs of pro- 
duction and distribution amounted, on average, to 3.50 and more 
than 5 roubles per kg respectively. 
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Soviet Union: changes in farm purchase prices 
(Indices, 1964 = 100) 
—=—=—=ы==ыы—СЗЗЗЗА—-————._ 


Total farm Crop Animal 
Production production production 
Se а 
All sectors 
ба ee ars 120 122 119 
WOTO see es 151 136 160 
LOT Se ureter es. 154 140 163 
Collective farms 
OOS mere ae ss 114 113 121 
STO ser eee ". 139 121 162 
о... 143 125 166 
State farms 
О. 123 132 118 
бе, 163 168 161 
ТЕ о ася aah % 170 174 168 
Individual plots 
LOGOS PRS не. 102 95 103 
NO TO Cees а. 143 100 148 
Е с = ae 148 101 154 


Source: М. Pozhuev, op. cit., pp. 57-59. The indices were computed by the author. 


The indices demonstrate larger increases in prices 
for animal products than for crops, for total agriculture 
and for the collective sector. Inter-sectoral differences 
in indices are rather large for total agricultural production, 
but the spread is even larger in crop production. It 
seems that this reflects essentially differences in crop 
product mix between the different sectors. In livestock 
production, where the product mix is fairly similar in 
all sectors, the changes in indices were largely of the 
same order. 


The principle of uniform purchase prices for farm 
products has been qualified on the grounds of regional 
differences. This issue is of a great prominence in the 
Soviet Union. The Soviet Union is divided into 40 natural 
economic zones and over 500 micro-regions, having 
marked differences which “cannot be ignored in agricul- 
tural management ргасйсе”.° When a nation-wide 
market for agricultural products does not exist, and when 
purchase plans are a kind of regulator of the composition 
and level of agricultural production, zonal differences 
are of decisive importance in agricultural production. 
They are also important in equalizing income levels of 
farms in different zones. Zonal differentiation was intro- 
duced in 1958 for cereals. Since that time the principle 
has been applied in setting prices of other products 
(livestock products 1970, potatoes 1970). The number of 
zones has also tended to rise; the number of price zones 
for milk—initially 42—has been enlarged to 70, and 
that for cattle from 41 to 57. Unit costs per quintal 
of milk varied by zones in the RSFSR on average between 
16.3 and 22.8 roubles in the period 1966-1970.” 


Inter-country differences in farm purchase prices and 
differences in prices relating to food products in foreign 


50 Pravda, 19 May 1976. 

51 Yu. Orlikovskaya. ‘Differential rent and forms of its realiz- 
ation in the production of collective farms’’, in Ekonomicheskie 
Nauki, No. 1, 1975, p. 50. 


trade make any calculation of the efficiency of export- 
Import transactions very complicated. The contract 
prices used in the CMEA trade in agricultural products 
are very often below home prices. On the other hand, 
CMEA contract prices are often above the corresponding 
prices on world markets. The criteria for setting contract 
prices are not uniform. Countries exporting farm prod- 
ucts very often propose EEC internal agricultural prices 
as а basis for intra-CMEA contract prices (these are 
considerably higher than the corresponding world market 
prices). Countries importing farm products advocate 
the principle of world market prices.5? The issue remains 
open, and the subject of discussion within the CMEA 
framework. 


(vi) Concentration and specialization in agriculture, 
and the formation of agro-industrial complexes 


In 1965, in all the countries of the region except Poland, 
agricultural production was largely organized and 
managed by state and collective farms. Shares of the 
socialist sector in agricultural gross output and in agri- 
cultural land were between 90 and 100 per cent.®? The 
socialization of agriculture involved essential develop- 
ments on the organizational and material-technical side; 
large-scale farming became the leading and predominant 
type of agricultural organization. This institutional set-up 
provided a basis for the accelerated industrialization of 
agriculture; new types of factor inputs were applied in 
agriculture and simultaneously the role of traditionally 
agricultural factors, of land and labour, changed, quanti- 
tatively and qualitatively. Whereas the process of 
organizational re-structuring reached the final stage by 
1965 (in some countries considerably earlier), the process 
of industrialization has progressed at a much slower 
pace. Within the global development strategies of the 
1950s and early 1960s, the expansion of agriculture and 
also of related supplying and processing industries were 
not ranked high among development priorities. (Among 
the few exceptions could be mentioned agricultural engi- 
neering in the Soviet Union and Poland, and chemical 
fertilizers in all countries between 1961 and 1965. Even 
in these productive lines, however, deliveries were far 
below the level required by an industrially developed 
agriculture.) 


Between 1950 and 1965, structural interrelationships 
between agriculture on the one hand and supplying and 
processing industries on the other changed rather slowly 
in most countries. (In Romania the share of agriculture 
increased.) A relatively low share of the industrial 


52 Yu. Kormnovy and В. Frumkin, op. cit., рр. 89-90. 
53 Percentage share of socialist sector® in agriculture in 1975: 


Gross output Agricultural land 
Bulgaria Ce ere 99.7 Oss) 
@zechoslovakian aus se en con 94.6 90.0 
German Democratic Republic. . . 89.8 93.9 
Hungary et ae 96.7 97.1 
Poland . 12.9 ey" 
Romania . . 91.0 91.4 
Soviet Union 99.95 100.0 


Source: CMEA Statistical Yearbook 1976. 
в Personal plots included. 


66 The five-year plans for 1976-1980 in eastern Europe and the Soviet Union 


branches of the food processing complex was typical for 
almost all countries in 1965 (table 2.15). Only in the 
German Democratic Republic and Czechoslovakia was 
the share of processing and supplying industries in the 
gross output of the total agro-industrial complex more 
than 50 per cent. As far as employment is concerned, 
it was only in these same two countries that agriculture 
had a share of less than 70 per cent of the total. All 
other countries recorded a share exceeding 80 per cent. 
In this latter group of countries employment in the 
supplying industries (the basis for the industrialization 
of agricultural production) was between | and 3 per cent 
of total employment in the agro-industrial complex. 


The strategies of agricultural development adopted 
since 1965 have been based on a radical change of attitude 
towards agriculture and, in broader terms, towards the 
food complex or agro-industrial complex. The need for 
accelerated integration of agriculture into the national 
economy has been one of the prerequisites for the imple- 
mentation of strategies aiming at sustained and balanced 
over-all expansion at rates close to historical, long-term 
rates of growth. The accelerated industrialization of 
agricultural production has been a key component in 
developmental strategies. This has meant not only high 
priority for agricultural expansion but an even more 
accelerated expansion of the supplying industries, and 
of activities providing services to agriculture. Old sup- 
plying industries, such as agricultural engineering and 
chemicals, have to be reconstructed and modernized, 
and new ones, such as the micro-biological industry, 
have to be built from scratch. Statistical evidence on the 
pace of these changes, and on the extent of shifts in the 
pattern of agro-industrial development in eastern Europe 
and the Soviet Union, is not available from published 
statistical documents for all countries and for the whole 
period 1965-1975. However, data compiled from pro- 
fessional sources show the structure of the agro-industrial 
complex in Bulgaria (1970), Poland (1975) and the 
Soviet Union (1972). (See table 2.16.) Account must 
be taken of the uncertain comparability of these data 
with those in the previous tables. Nevertheless, the changes 
would appear to have been considerable, and this indi- 
cates the high priority on accelerated development in the 
supplying industries. 

Data based on input-output tables confirm the increas- 
ing importance of the processing industries in the utiliza- 
tion of agricultural products in Poland and, even more so, 
in the Soviet Union (table 2.17). The data for Czecho- 
slovakia show a relative decline in the share of agricultural 
products allocated for use in agriculture. The time span 
between the two sets of the data for Hungary is too short 
to demonstrate any significant shifts with respect to 
industrial processing or agricultural use of agricultural 
products. What is certain from the partial statistical 
information available is that the process of industrializa- 
tion of agriculture has accelerated since 1965, and that 
significant changes in the pattern of the agro-industrial 
complex had already taken place in all the countries of 
the region by the beginning of the 1970s. The reliability 
of this generalization can be indirectly substantiated 
by reference to the developments in factor supplying 
industries described earlier in this section. 


The growing importance of the complex approach 
in agriculture is further underlined by the fact that during 
the past quinquennium (1971-1975) one of the most 
important innovations in national planning and man- 
agement has taken place in this field. Special development 
programmes relating to the food complex have been 
worked out and approved by the highest political and 
state bodies. In Poland a long-term programme for the 
period up to 1990 was approved in November 1974.54 
In Czechoslovakia the CC of the CPCZ adopted “Prin- 
ciples of further development of concentration and 
specialization in agricultural production and of integrated 
ties with the food industry in the 6th five-year plan 
period” in October 1975.°° The investment targets in 
the five-year plans for 1976-1980 are specifically for the 
agro-industrial complex (Bulgaria) or the food economy 
(the German Democratic Republic, Hungary, Poland). 
In Bulgaria, the Central Committee of the BCP and the 
Council of Ministers issued a special decree in June 1972 
relating to the “consecutive implementation of the econ- 
omic mechanism in agriculture’, i.e. to the adaptation 
of agriculture to the new planning and management 
system. 


Changes in organizational structures have taken place 
in all countries. State and collective farms have under- 
gone continuous reorganization with a view to achieving 
a size, in terms of arable land, which will be close to the 
optimum. In most countries reference has been made to 
3,000 to 5,000 hectares of arable land as the optimum 
size, given the modern industrial technologies that can 
be applied in farming. The data on the number of state 
and collective farms and average size of sown area by 
farms in table 2.18 demonstrate developments and the 
pace of reorganization.*® 


The formation of large farms has also speeded up the 
process of specialization of agricultural production 
and, to some extent, the process of optimization of 
regional structures of crop production, but differences 
between the countries are considerable. As early as the 
beginning of 1971, for instance, more than 85 per cent 
of all socialist farms in the German Democratic Republic 
were included in the system of so-called horizontal inter- 
farm specialization and co-operation. In Bulgaria, on the 
other hand, multi-branch farms were still dominant 
in 1970: one farm cultivated on an average 30 to 50 crops, 
and all farms bred cattle, 99 per cent sheep, and 53 per 
cent cattle, sheep and poultry simultaneously.*’ The 
process of specialization has been speeded up by the 
formation of inter-farm associations. In the Soviet 
Union their number rose from 4,554 in 1970 to 6,327 


54 Nowe Drogi, No. 10, 1974. 
55 J. Hubatek, “Organizational and production reconstruction 


of Czechoslovak agriculture’, in Czechoslovak Economic Digest, 
No. 6, 1976, p. 85. 


56 Sown area has been selected as the indicator of the size of the 
farm for the table because the most complete comparable data are 
available on this basis. Area of arable land does not differ too much 
from this indicator, due to the fact that the share of sown area in 
most countries has been very close to 100 per cent of arable land. 


5? Yu. Shintyanin and В. Frumkin, op. сй., р. 85. 
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TABLE 2.15 
Structure of agro-industrial complex by NMP, gross product and employment 


(Percentage share) 


A = Supplying industries 
B = Agriculture 
C = Processing industries and services 


ee, И. ee eee 


NMP, total economy = 100 Agro-industrial complex in 1965 = 100 


Gross 


1950 1965 product Employment 
Country Total B A+C Total B A+C A B с А В с 
a es И И en Не ИИ eee ee 
German Democratic Republic. 32 12 20 31 12 19 13 39 48 8 58 34 
ioe Sei cece On 38 16 22 30 12 18 10 40 50 6 69 25) 
Jacke SO ne a ee 44 23 21 37 20 17 6 54 40 2) 88 10 
eal Unione. о. 40 22 18 36 21 15 6 58 36 3 82 115) 
а ок 44 32 12 36 21 15 7 58 35) 3 82 15 
Е mest. ssw Ae: 61 42 19 oy) 33 19 2 63 35 1 86 13 
Коша о cr esee ks A: 45 28 Mi! 43 30 13 5 70 25 1 92 7 


Source: J. Kofalka, ‘Agriculture in the modern world’’, in Hospoddfské Noviny, No. 9, 1967, р. 9. 


TABLE 2.16 
Structure of agro-industrial complex by output, employment and productive fixed assets 
(Percentage share, total AIC = 100) 


A = Supplying industries 
B = Agriculture 
C = Processing industries and services 


Productive 
Country and year Gross product NMP Employment fixed assets 
Bulgaria, 1970 
Besta ое 11 9 5) 15 
Е oe 42 62 84 65 
GEA еее 47 29 11 20 
Poland, 1975 
ive arenas eae) eee SPN Sse 12.5 9.6 4.5 9.6 
ВЕ к ее 41.7 45.1 76.2 65.8 
бе ори 46.3 44.8 17.3 24.6 
Soviet Union, 1972 b 
TN tC POMC RRO aC 16.2 he 10.9 11.6 
Bee Siew eeepc ier nies 40.3 es 66.1 63.0 
Ce ira ra cunts: ee ees 43.4 23.0 25.5 


Sources: For Poland: Polityka zywnoSclowa P.R.L., Warszawa, 1975, р. 36, quoted in W. Jampel, “Ге programme 


alimentaire polonais pour 1976-1990"’, in Revue de l'Est, No. 3, 1976, р. 27. 
For Bulgaria: G. Kostadinov, “Contribution to the programme-oriented method and the complex approach to the 


planning of the agro-industrial complex’’, in Planovo Stopanstvo, No. 9, 1973, p. 36 (in Bulgarian). р | 
For the Soviet Union: М. Edel’man, “Methodological problems of defining a national-economic agro-industrial 


complex’’, in Voprosy Ekonomiki, Мо. 4, 1975, г. 58. 
® Sales only. 
> Value of global secial product 
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TABLE 2.17 


Utilization of agricultural products 
(Percentages; total = 100) 
a 


il sears? ‘al С. 4 directly ( Pichi thee 
ri опзите. A 
Country and year ery ы НАЯ -. by the population in stocks et al.) 
ee о опиимечеких 
Czechoslovakia 
бе. 99.2 46.2 14.0 6.6 
о. 28.6 46.6 15.0 9.8 
Hungary 
ке eter ee: 24.9 32.9 23.2 19.0 
о. 24.1 32.9 19.8 29.2. 
Poland 
бе 40.3 34.6 20.5 4.6 
рее 41.4 39.4 18.1 тт 
Soviet Union 
вони 23.1 39.6 33.0 4.3 
1966 20.7 43.9 25: 9.7 
ел пе АСЕ 20.3 52.4 24.7 2.6 


Sources: National statistics; for the Soviet Union М. Edel’man, “‘Methodological problems of defining a паНопа]-есопопис 
agro-industrial complex’’, in Voprosy Ekonomiki, No. 4, 1975, p. 51. 


Note: Data are derived from input-output tables of given years. 


in 1975. Most of them (44 per cent) were organized in 
construction, 18 per cent in livestock and 7 per cent in 
feed mix production.*® 


The reorganization of management in agriculture has 
also been influenced by changes in the character and 
intensity of interrelationships between sectors within 
the agro-industrial complex. A Ministry for Agriculture 
and the Food Economy was established as early as 1967 
in the German Democratic Republic. By 1972 all east 
European countries except Poland had established a 
ministry of this type. These changes represented only 
the first step in the reorganization of the whole manage- 
ment structure. 


Change in the organizational structure at the level of 
the enterprise started on a nation-wide scale in Bulgaria 
in 1971. Farms were organized into 167 agro-industrial 
combines encompassing the whole country. In 1972 a 
process of vertical integration of industry and agriculture 
was opened up with the formation of industrial-agricul- 
tural combines in the sugar industry. In 1975, the inte- 
gration of processes was extended to include research 
organizations, and the first scientific-production asso- 
ciations established. The whole system took on its final 
organizational shape with the formation of the National 
Agro-Industrial Complex in August 1976 as a new form 
of management for agriculture, the food-processing 
industries, the fodder industries, agricultural research, 
and agricultural schools on a national level. 


The German Democratic Republic is another country 
Where reorganization of agricultural management has 


58 Ekonomicheskaya Gazeta, No. 41, 1976. 


radically changed the institutional set-up on the level 
of basic production units. The formation of inter-farm ~ 
co-operative departments for crop production (Koopera- 
tive Abteilungen Pflanzenproduktion) started in 1971. 
In that year, 337 co-operative departments encompassing 
14.4 per cent of cultivated land in the socialist sector and 
with an average size of 2,530 hectares were formed. 
By the end of 1975, some 1,200 such units had been estab- 
lished; their share in the socialist sector in terms of agri- 
cultural land rose to 88 per cent, with the average size 
exceeding 4,100 hectares per farm.®® Vertical integration 
between agricultural units and processing enterprises has 


been carried on by the formation of co-operative unions 


(Kooperationsverbande). The process started in 1967 with 
the formation of 36 unions, and by the end of 1974 there 
were 391, including 112 in livestock, 90 in milk produc- 
tion, 70 in potatoes and 37 in cereals. 


In Hungary the process of land concentration has led 
to intensive centralization of large-scale farming, partic- 
ularly in the state sector. Vertical integration started 
in 1973 with the transformation of some state farms into 
agro-industrial unions. Industrial production systems, 
which were first introduced in the poultry and eggs and 
pork sectors, have now been extended to crop growing. 
Large-scale industrial systems for the growing of maize 
were introduced in 1970-1971 and covered more than 
half a million hectares by 1975, accounting for about 


59 H. С. Schulze, A. Triitzschler, “Оп combining agricultural 
production and the processing of agricultural products in the period 
of transition to industrial production methods in the agriculture of 
the GDR”, in Wirtschaftswissenschaft, No. 6, 1976, p. 833 (in 
German). 
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TABLE 2.18 


State and collective farms 


(Numbers in units — А; average size of sown area per farm in hectares — B) 


oo I SS A le 


State farms 
ee 


1960° 1965 

Bulgaria 

: 6: RG BAGS Conk Cee ee ee 67 104 

0. See д ро ae eee 2750 

Czechoslovakia 

AMOROUS Pe tHe cxvieel ouaeel hone Se a5 365 329 

BME. Ses suis, kai Ota occ 2990 
German Democratic Republic 

a eee eel) sh cra eal atte oneness ees 669 572 

BO оО (erste eau et rhe 3h 270 
Hungary 

Е oe ee 333 214 

Lb gah Gale By aan Gc es as аи 2950 
Poland 

TNs do coh ane tipi ORO ae ae 5 734 6515 

BRM. Ret eae а cea ec 290 
Romania 

и eer oe eee 560 721 

BOW Mitte oe cco ces as se eee eis 2320 
Soviet Union 

To осо Oe оу ee 7375 11681 

В. 7600 


Sources: As for table 2.1. 


® Refers to 1972. Agro-industrial combines were first established in 1971. In 1975 
there were 164 AICs with an average arable area of 24 500 hectares. 


60 per cent of the total area sown to maize. For all 
crops the system had by 1975 been extended to about 
1 million hectares or 18.5 per cent of total arable land. 


In Czechoslovakia and Romania, the process of the 
formation of large-scale socialist farms has been almost 
completed. The new trends in management reorganiza- 
tion are directed towards the formation of agro-industrial 
unions. During the plenary session of the CC of the 
CPCZ in October 1975, and also during the discussion 
in the Romanian Great National Assembly in August 
1975, this issue was considered in detail. In both coun- 
tries an acceleration of the process has been envisaged 
for the 1976-1980 period. The trend towards large-scale 
socialist farming in Poland has been less intensive, and 
the average size of both state and collective farms was in 
1975 a great deal below the size considered as optimum 
in the other countries of the region. Very likely the 


Collective farms 
1970 1975 1960 1965 1970 1975 
156 1484 932 920 744 6964 
2 800 2900 3 270 3630 3740 
336 250 10816 6 704 6 270 2736 
3020 4 040 450 480 1160 
511 463 19611 15 506 9355 4900 
440 820 
180 147 4724 3750 2 805 1 834 
3350 4120 870 1150 1920 
5356 3660 1978 2 1106 1216 
380 630 130 170 200 
370 391 4 887 4680 4626 4 649 
4440 4670 1450 1370 1420 
14 994 16 900*¢ 44 944 36 917 33 561 28 952 
6100 6350 2850 2950 3390 


Ь State and collective farms taken together. 


period 1971-1975. 
© Excluding animal-fattening farms. 


process of concentration of farms will continue here. 
In 1974 the first agro-industrial union was established. 


As mentioned earlier, the process of formation of 
inter-farm associations progressed gradually in the Soviet 
Union during the period 1971-1975. 6,327 interfarm 
associations, encompassing more than 94,000 member 
farms and enterprises, existed in 1975. The greater part 
of them (6,086) were specialized. A new impetus for 
inter-farm co-operation and agro-industrial integration 
has been provided by the decision of the CC of the Soviet 
Union adopted in June 1976, which emphasized the 
need to maintain a differentiated and stage-by-stage 
approach to the solution of all questions relating to 
these processes. 
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1210 co-operative departments of 
crop production with an average sown area of 3 100 ha were established over the 


3. INDUSTRY AND ENERGY 


A. INDUSTRY 


(i) Over-all growth 


The gross industrial output of the area as a whole rose 
in the period 1971-1975 at an average rate of 7.7 per cent. 
This represents a slower pace than the 8.5 per cent 
attained in the comparable preceding period. A decelera- 
tion on this scale was foreseen in the growth rates given 
in the medium-term plans of the individual countries for 
that period. 


Gross output (A), employment (B) and labour productivity (C) 


Eastern Europe and 


Eastern Europe Soviet Union 


A B Cc A B С 
1961-1965 7.6 225) 5.0 8.3 3.5 4.6 
1966-1970 8:0882.5 5.4 8.5 Peo) 5.6 
21а 1971 - 97-Й. hed 5.9 UE) 1.3 6.5 
ПОЛЕТ 6 5 5 6 Gell 2.3 6.2 Usd 1.8 52) 
Plan 1976-1980 .. 7.8 0.8 7.0 6.8 0.7 6.1 


These aggregate results cover a rather wide spectrum 
of performance in the various countries. Growth has 
ranged from a rate of 6.3 per cent in Hungary to a rate of 
12.9 per cent in Romania (table 3.1). In Poland and 
Romania, growth was actually faster in the 1971-1975 
period than in the preceding quinquennium. It was at 
about the same level in Czechoslovakia, the German 
Democratic Republic and Hungary. Nevertheless, a 
comparison of plans and results shows that most 
countries have achieved—and a number of them have 
significantly over-fulfilled—their production targets. 


The rate of growth in the area was obviously heavily 
weighted by the performance of industry in the Soviet 
Union. While the 7.4 per cent increase attained by this 
country must be judged as impressive by the scale of 
increment it implies, it marked a renewal of the long- 
term trend towards retardation which had been tempo- 
rarily reversed in the 1966-1970 period (chart 3.1). A 
slower rate of growth had in fact been foreseen by the 
plan, but difficulties were encountered in meeting even 
a reduced target. Obstacles included delays in the putting 
into operation and making full use of new production 
capacities, and the slow adaptation of the structure of 
output to changing requirements. But more important 
than these factors was the effect of the crop failures which 
occurred in 1972 and 1975. The critical Shortages of 
agricultural supplies which developed, particularly in the 
aftermath of the low 1975 harvest, led to an increase 
in non-utilized production capacity in the consumer- 
goods sector, and had a reverberating effect on the 
productive system. 
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Among the east European countries only Albania 
experienced great difficulty in meeting its industrial 
output target. Albania finds itself on the threshold of 
industrial development and, viewed in the light of achieve- 
ments during the 1966-1970 period, the 1975 plan target 
did not appear over-ambitious. However, the resources 
available for investment—part of which were evidently 
to be obtained from abroad—did not turn out as planned. 
Consequently, there was a decrease in growth rates over 
and above that envisaged. 

The fact that all the other countries were able success- 
fully to accomplish medium-term output programmes. 
does not mean that they did not also meet serious diffi- 
culties in the implementation of these programmes. In 
particular, the increase in oil and other raw material 
prices which took place in the closing years of the plan 
period imposed a great burden on most of these countries. 
In the face of a sharply deteriorating trade balance with 
the west, it was necessary to step up exports to these 
markets. This was done to an inadequate extent, how- 
ever, owing to a slackening in the growth of demand and 
insufficient competitiveness of products. The terms of 
trade with the Soviet Union have also deteriorated. This 
means that, in terms of volume, exports to the Soviet 
Union had also to be expanded faster than imports. 
While meeting no obstacles on the demand side, expan- 
sion was limited here by the speed at which adjust- 
ment in production patterns could be made and by 
restrictions imposed by internal requirements. 

Altogether, the conditions in which industrial growth 
targets for the 1976-1980 plans were drafted were consid- 
erably more difficult than were those pertaining at the 
time of the elaboration of the 1971-1975 plans. It is 
significant therefore that it is only in the Soviet Union 
that mounting difficulties have been expressed by a moder- 
ation in growth plans. In most of the east European 
countries, the rate of expansion foreseen in the plans is 
practically identical to that which was scheduled in the 
plans for 1971-1975. Exceptions are Albania and Bul- 
garia, the only two countries which experienced a slow- 
down in the industrial growth rate in the course of the 
realization of those plans. 


If it is exactly on target, the growth rate of gross 
industrial production will everywhere be lower in the 
second part of the 1970s than that achieved in the first 
part. An exception is Bulgaria, where the plan calls 
for a continuation of the previous actual rate. The 
slowdown will be minimal in the German Democratic 
Republic and Hungary, but as much as 2 percentage 
points in Poland and Romania. Industrial growth will 
remain fastest in Romania, with Bulgaria coming second 
instead of Poland. Czechoslovakia, the German Demo- 
cratic Republic, Hungary and the Soviet Union will 
expand industrial production at practically identical rates 
within the order of 5.9 to 6.3 per cent per year, while 


о Нм 


TABLE 3.1 


Changes in gross output and factor inputs in industry 


(Average annual percentage change) 


Gross Labour НН Е 
Albania 
OGG 970... -. .. S. 12.9 10.5 iN) 
Plan 1971-1975. ....... 10.0-10.7 5.1-5.3 4.7.5.1 19.7 
Е ee. 8.7 4.6 3.9 7.0* 
Plan 1976-1980........ 7.1-7.6 4.1 2.8-3.2 8.64 
Bulgaria 
1966-1970 ...... 10.9 4.0 
oe, : é 6.6 13.6 12.6 9.3 = 
Pian 1971-1975........ 9.2-9.9 21 7.6 11.2* = 9.3 ae 
Е. 9.1 23 66 9.7 5.9 13 -07 
Plan 1976-1980........ 9.2 0.7 8.5 
Czechoslovakia 
Cy eee 6.8 1.3 5.4 4.4 5.0 3.0 2.3 
Ва 9719... 6.0 0.7 5.3 5.2* a 4.4 0.8 
О. 6.6 tt 5.4 5.6 6.9 4.4 0.9 
Plan 1976-1980........ 5.9 0.6 5.3 
German Democratic Republic 
1960719 700e co ee 6.5 0.4 6.0 59 8.6 4.7 
: : 1 é : : 1.3 
Plamen СЯ oe, 6.0 0:2 6.2 4.9* ый Е 12 
Е И 6.5 1.0 5.4 6.3 3.4 52 0.2 
Pian 1976-1980 s,s. 6.0-6.3 0.5 5.4-5.7 
Hungary 
ПО С ИВ 6.2 27 3.4 7.0 8.7 4.2 Ол 
Plan 2971-19752... 2. = « 5.7-6.0 135 4.1-4.4 6.1* ee 4.6 =02 
ICRC EC и 6.3 0.1 6.3 8.0 7.0 7.9 21.5 
Plan 1976-1980........ 6.0 = 6.0 i ‘i 
Poland 
ESGUEOTOS et i 2 Ue shoe 8.3 3.3 4.9 8.0 AG) 4.5 0.2 
Pian 971-4975 2 cscs 8.2-8.5 2.5 5.6-5.9 8.2 re 5.6 0.2 
О Е 10.4 2.6 Ia 9.9 21.9 7.1 0.5 
Plan 1976-1980........ 8.2-8.5 0.7 7.4-7.8 и : й fe 
Romania 
О о: 11.9 4.3 7.4 13.3 iG 8.7 У 
В 1971-1975 г. 11.0-12.0 3.5-4.4 7.3 у у - ¥ 
LOPE AGES oe о 12.9 6.3 6.2 13.2 12.4 6.5 02 
Plan 1976-1980........ 10.2-11.2 i pal 8.5-9.0 sf г р 6 
Soviet Union 
а be 8.5 2.9 5.5 8.7 6.8 6.2 -~0.1 
Plan 1971-19756. ...... 8.0 1.1 6.8 8.3 rm. 7.0 —1.0 
а. 7.4 1.5 5.9 8.6 6.9 6.1 а 
Plan 1976-1980........ 6.3 0.7 5.6 6.7¢ fe 6.0 0.4 


a 


average rate of 7.3-7.9 per cent, and industrial employment at a rate of 0,8-0.9 рег 


Sources: National statistics; CMEA Statistical Yearbook 1976; five-year plan 
cent. These were the figures proposed in the directives for the five-year plan. How- 


documents. 
Note: Because of some differences in coverage the figures shown in this table may ever, the figures were amended in the final plan document published in the State 
differ slightly from those shown in table 1.3. Figures for labour productivity (gross Five-Year Plan for the Development of the National Economy of the USSR in 1971- 
ii 1975, Moscow, 1972. (In Russian.) 


output per employee), capital intensity (fixed assets per employee) and capital pro- 
ductivity (gross output per unit of fixed assets) are in most cases derived from the 
data on output, employment and fixed assets. The plan figures Гог employment, how- 
ever, are in most cases derived from output and productivity data. The plan figures 
refer as a rule to the latest version available at the time of writing of this report. 


с Estimated on the basis of the officially reported figure on the rate of growth 
of fixed assets per employee and the planned rate of growth of employment. According 
to a different source (Е, Kotov, ‘‘The development of the national economy during 
the tenth five-year plan’’, in Voprosy Ekonomiki, No. 4, 1976) the stock of fixed 
; ; assets in industry is to grow by 40 per cent over the five-year period, implying an 
в Five-year average over the preceding five-year average. Е growth cate (Of 7 per’ cent. 
> According to an earlier version, industrial production was to increase at an 
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CHART 3.1 
Gross industrial output 


(Average annual percentage change) 
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Sources: National statistics; CMEA Statistical Yearbooks 1970, 1976; plans and plan-fulfilment reports. 


Industry and energy 


а а 


the combined industrial output in the area will rise at 
a rate of around 6.8 per cent. 


(ii) Growth efficiency 


_ There are various difficulties which one encounters 
in trying to quantify growth efficiency. Growth may be 
“extensive’’, i.e. characterized by a high rate of expansion 
of factor inputs, yet “intensive”, i.e. characterized bya 
high rate of growth of factor productivity. Intensification 
of industrial growth is usually described as a process 
whereby productivity gains provide an increasing contri- 
bution to output growth. On this definition intensification 
is not incompatible with a slowdown in the rates of 
growth of output and productivity. 


There are other difficulties on both the conceptual and 
statistical levels. It is a simplification to take factor 
inputs to mean inputs of labour and of capital. But even 
with such a simplified interpretation there arises the 
problem of weight to be assigned to the two inputs. 
Moreover, the data available on capital are restricted 
(they exclude working capital) and the data on both 
employment and capital can be compared only with 
those on gross output. This means that in trying to 
quantify growth efficiency another indicator must also 
be taken into account—that of utilization of materials. 
However, although the problem of material intensity 
of production has been attracting increasing attention, 
there are no adequate indices available on a global level 
to measure this variable. 


Labour productivity—measured in terms of gross 
output per man—rose in the area, on a weighted basis, 
at a rate of 5.9 per cent during the 1971-1975 period— 
this by comparison with the 5.6 per cent rate attained 
in the preceding quinquennium. This higher figure does 
not, however, reflect a general improvement, but is rather 
the result of more rapid growth in Hungary, Poland and 
the Soviet Union, outweighing slower growth in the 
German Democratic Republic and Romania. In Bulgaria 
and Czechoslovakia, the rate of growth of labour pro- 
ductivity remained unchanged between the 1966-1970 
and 1971-1975 periods. In Albania it improved slightly, 
but the pace of expansion remained slow in comparison 
with the other countries. 


The picture is more favourable if growth efficiency in 
terms of labour utilization is depicted on the basis of the 
proportion of output growth which can be accounted 
for by increases in the level of labour productivity. As 
the figures below show, there was an improvement In 
this indicator in Bulgaria and—to a lesser extent—in 
Czechoslovakia, as well as in Hungary, Poland and the 
Soviet Union. However, in the German Democratic 
Republic and Romania the proportion was less favourable 
than it had been in the preceding period. 


Against this there was a tendency for the rate of change 
in capital productivity (as measured by gross output 
per unit value of the stock of fixed assets) to deteriorate. 
Exceptions to this tendency are noted only for Bulgaria 


The proportion of output growth accounted for by 
growth of labour productivity 


SS SS 


Plan 
1951-1970 1966-1970 1971-1975 1976-1980 
rn ee 


Bulgaria see 0.49 0.62 0.74 0.92 
Czechoslovakia 0.71 0.80 0.83 0.90 
German Democratic 
RepuCi Crane 0.84 0.94 0.84 0.92 
праге So 49 € 0.52 0.56 0.98 1.00 
Poland sree ee 0.63 0.60 0.75 0.92 
NOMA ae ere 0.59 0.63 0.50 0.82 
Soviet Union 0.61 0.65 0.80 0.89 
Area average 
(unweighted). . . 0.63 0.69 0.78 0.91 


and Romania, where the rate of decline in capital pro- 
ductivity has slowed down (table 3.1). 


In the text table below on total productivity a rough 
attempt is made to weight together the rate of change 
in labour productivity and that of capital productivity. 
The result—what is termed the rate of growth of total 
productivity—is then expressed in the following text table 
as a ratio of the growth rate of output. This provides a 
more synthetic indicator of the relative factor intensity 
of the growth process. The trends that emerge are 
conflicting. Growth appears to have become more inten- 
sive in Bulgaria, Hungary, Poland and—to a slight 
extent—in the Soviet Union, whereas in Czechoslovakia, 
the German Democratic Republic and Romania it has 
become less intensive. It is also noteworthy that there 
was a tendency for the inter-country spread in growth 
intensity to become smaller; only Romania moved further 
away from the average for the area. 


Total productivity 


(Average annual percentage change ) 


1951-1970 1966-1970 1971-1975 
В рама ни в 3-Й 2.8 3.6 
Czechoslovakia . .. 4.7 4.2 3.6 
German Democratic 
Republic Ae 4.0 318) 
Hungary ae Cty 2.8 1.8 Sep) 
Poland) иена. 4.6 3.0 4.8 
Romania) see ee 5.0 3.9 3.6 
Soviet Union .... 3.9 955 onl 
Area average 
(unweighted). . . 4.1 3.3 3.6 


eT 


Source: The data for 1951-1970 are taken from a study being prepared by the 
secretariat, Structure and Change in European Industry, those for 1966-1970 being 
slightly modified in the light of revised data. The figures for 1971-1975 were obtained 
by weighting together the growth rates of labour productivity and of capital productivity 
shown in table 3.1, with a weight of 0.6 attached to the former and one of 0.4 attached 
to the latter. The relationship approximates that between the wage fund and the 
sum of an imputed capital charge and depreciation as derived in the above-mentioned 
study. 

а 1956-1970. 
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The proportion of output growth accounted for by 


the growth of total productivity 
Fo ea al Oe Se 
1951-1970 1966-1970 1971-1975 

2 eee ee ee ee See 
Bulgariaee- eaeerast 0.37 0.26 0.40 
Czechoslovakia 0.56 0.63 0.54 
German Democratic 

Republic =. - = =. 0.488 0.62 0.51 
Нопрагу а aceon 0.33 0.29 0.50 
а В ee? 0.46 0.36 0.46 
Вомаа о 0.42 0.33 0.28 
Soviet Union 0.41 0.39 0.42 

Area average 

(unweighted). . . 0.43 0.41 0.51 
® 1956-1970. 


As already mentioned, it is not sufficient to analyse 
changes in growth efficiency in terms of changes in the 
productivity of labour and capital when using gross 
output as a production indicator. Trends in the material 
intensity of production may modify the impression gained 
from such an analysis. This may be particularly true 
during periods when investment in material-substituting 
technology rises steeply. 

In the absence of a better measure, some impressions 
of trends in the material intensiveness of production 
can be obtained by comparing aggregate gross output and 
net output growth rates.’ As can be seen from table 3.2, 
the ratio of net to gross output growth in the last quin- 
quennium has been less favourable than in the preceding 
one in most countries. This may well reflect a rising 
share of material costs in total costs. 

The policy objective of intensifying the growth process 
has been incorporated in previous medium-term plans. 
But never has the gravity point of the plans shifted 
towards efficiency targets to such an extent as it has in 
the plans for 1976-1980. While the plans for the past 
quinquennium could still count upon an increase in 
industrial employment of 1.3 per cent per year on average 
for the area, the present plan figures add up to an over- 
all figure of 0.7 per cent. Investment resources are also 
scarce. In the Soviet Union the planned growth of the 
industrial capital stock has been set at a moderate rate 
of 6.7 per cent per year—nearly 2 percentage points 
lower than in the plan for the past quinquennium. The 
plans for the east European countries contain less precise 
information on this subject. However, according to 
rough estimates, the planned growth rate of the industrial 
capital stock should here also be lower in most cases. 
The tendency has been, it seems, to set the plan target 
for the latter in such a way as to assure an increase 
in capital intensity (fixed assets per employee) comparable 
to that which was actually attained in the years 1971- 
1975. But the growth of labour productivity is scheduled 
to accelerate in a number of cases, pointing to a more 
favourable relationship between the growth rates of 
output and capital than was the case in the preceding 
quinquennium. 


1 The problems of comparability of these indices were discussed 
in earlier secretariat publications, particularly in the Economic 
eles of Europe in 1969, United Nations, New York 1970, part I, 
pp. 13-14. 


TABLE 3.2 
Gross output (A) and net output (B) in industry 


(Average annual percentage change) 


Bulgaria 

1966-1970) ee м. 10.9 1233 1.43 

AES Cy Rete ee 9.1 9.3 1.02 
Czechoslovakia 

196621970 wenn 6.7 6.2 0.93 

1971219755. = 6.7 6.0 0.90 
German Democratic 

Republic 

1966-1970... 6.5 5.9 0.91 

197121975). en ee ee 6.5 529) 0.91 
Hungary 

1966-1970 2 a 6.2 7.4 

Plan 1971-1975... (5.9) 6.7 

1991219 в с 6.3 73 
Poland 

1966-1970 . . ... 8.3 Mee 0.93 

Plan 1971-1975... (8.3) 8.5 1.02 

TO TAST OT Se oe) ewes oe 10.5 10.8 1.03 
Romania 

1966-1970 11 = 11.9 177 1.07 

1971219575) eee ae 12.9 1322 1.02 
Soviet Union 

1966-1970) 7 8.5 9.8 

1971-1975 10: nee 728 


Sources: Аз for table 3.1. 


Note; Figures in parenthesis represent the mean of the range of planned growth 
rates. 


The problem of saving energy and raw materials 
looms much larger. Plans to reduce material inputs are 
usually formulated at the enterprise level and those 
global targets which are published are as a rule expressed 
in physical units. Thus in the Soviet Union the current 
plan provides for the saving of around 9 million tons of 
rolled metals, 50 billion kWh of electricity, 35 million 
tons of boiler fuel and 5.5 million tons of gasoline by 1980 
in relation to the present norms of consumption. In the 
German Democratic Republic during the period 1976-1980 
consumption of raw and some basic materials per unit 
of value of industrial output is to be lowered annually 
by 3 per cent (the 1971-1975 plan called for an annual 
reduction of 2 per cent) and the specific consumption 
of energy in industry by 4.7 per cent (the comparable 
figure in the 1971-1975 plan was 4 per cent). In Bul- 
garia, the cost of materials in industrial production is to 
be reduced by 8 per cent during the current quinquen- 
nium. 


(iii) Growth of output of producer and consumer goods 


In most countries of the region the plans for 1971-1975 
incorporated a shift in the growth relationship between 
producer- and consumer-goods output; this was in line 
with the policy objective of accelerated improvement of 
living standards. The change foreseen was to be most 
dramatic in the Soviet Union, where for the first time 
in the history of planning the growth rate of consumer- 
goods output was to be faster than that of producer 


goods. Obviously, in a country the size of the Soviet 
Union, where the volume of net imports is rather insig- 
nificant in relation to consumption, a shift on the scale 
envisaged was ultimately tied up with a planned shift 
in the national economy away from investment and in 
favour of personal consumption. It is noteworthy, 
however, that a closing of the traditional gap between 
the growth rates of the two major industrial subdivisions 
was also foreseen in some countries where the rate of 
investment was to be stepped up. This reflected the 
developing role of international specialization, with 
exports of consumer manufactures becoming increasingly 
important, particularly in trade with the Soviet Union. 

Consumer goods are produced mainly by the food 
processing sector and light industry. While heavy 
_ industry plays an increasing role in the supply of consumer 
goods, there is obviously an intimate relationship between 
the growth of output of consumer goods and the level 
of agricultural supplies. Again this is more true for a 
large country such as the Soviet Union where net imports 
of raw materials for the food and light industries normally 
represent a small proportion of the materials used by 
these industries. The 1971-1975 plan for the Soviet 
Union for consumer-goods output rested heavily on the 
assumption that the growth rate of agricultural production 
would continue at an unchanged rate of 3.9 per cent. 
Since consumer-goods output did, in fact, expand at a 
rate of 8.3 per cent in the 1966-1970 quinquennium, the 
growth rate of 8.2 per cent stipulated for 1971-1975 
(table 3.3) was actually somewhat conservative, consider- 
ing that the share of predominantly producer-goods 
branches in the total of consumer-goods output was 
to rise radically. 

In reality, output of consumer goods expanded in the 
Soviet Union at a rate of 6.6 per cent during the 1971- 
1975 period (table 3.4). The growth rate of agricultural 
production was 2.5 per cent, implying a higher ratio 
of consumer goods to agricultural production than that 
planned or that experienced in the 1966-1970 period. 
The change in relationship was apparently made possible 
by a reduction in inventories and a steep rise in agricultural 
imports. 

In a number of east European countries also the sup- 
port expected from agriculture did not turn out exactly 
as planned. However, as the shortfalls involved were 
much smaller, at least in absolute magnitude, the reper- 
cussions were not as large. In particular, Poland and 
Romania were able to over-fulfil their targets for consu- 
mer-goods output, Poland by a considerable amount. 
The discrepancy between the growth of producer goods 
and that of consumer-goods output was narrowed down 
greatly in the German Democratic Republic, the rate of 
growth of consumer-goods output having accelerated 
while the rate of growth of producer-goods output 
slowed down. 

There is little information available on the relative 
rates of growth of the two sectors in the current five- 
year plans. In the Soviet Union, the output of producer 
goods is to grow at an average rate of 6.6 per cent and 
output of consumer goods at an average rate of 5:7 ре 
cent. The relationship between these figures 1s the same 
as the actual relationship in the last quinquennium. 


TABLE 3.3 
Gross output of producer goods (A) and of consumer goods (B) 
(Average annual percentage change) 


A B A|B 
ee er ce ee ee eee 
Albania 

1966-1970 . .... 15.8 9.5 1.66 
Plan 1971-1975. . . (12.6) (7.3) 1.73 
1991-1975 Жо 9. 7.8 1.21 
Bulgaria 
1966-1970 3. 11.9 9.8 1.21 
Plan 1971-1975... 11.0 8.5 1.29 
Е ай во 10.6 7.8 1.36 
Czechoslovakia 
1966-1970 ...... 6.9 6.4 
OMAR ов 7.0 6.2 
German Democratic 
Republic 
1966-1970 ee Wes 4.6 
197 a1 97S eee о 6.8 5.9 
Hungary 
1966-19710) о аль аа 5.9 6.5 0.91 
9-9 6.5 6.8 0.96 
Poland 
1966-1970 Men ee ee 9.4 6.5 1.45 
Р]ап 1971-1975... 8.7 7.3 1.19 
IBIS оо боб 10.6 10.4 1.02 
Котата 
1966-1970. В. 13.0 9.8 1.33 
Plan 1971-1975. . . (12.4) (10.3) 1.20 
О-о Since een 1357 1a 1.23 
Soviet Union 
1966-1970 . .... 8.6 8.3 1.04 
Plan 1971-1975... 7.9 ge © 0.96 
ОЕ STS, eee ete 7.8 6.6 1.18 
Plan 1976-1980. . . 6.6 NT 1.16 


Sources and notes; As for table 3.2. 


Judging from scattered information, the gap between the 
growth rates of the two sectors should narrow in Bulgaria, 
will remain about the same in the German Democratic 
Republic, Poland and Romania, and widen in Czechoslo- 
vakia. In Hungary, where output of consumer goods 
grew at a somewhat faster rate than that of producer 
goods 1971-1975, the rates will apparently be similar 
in the present quinquennium. 


(iv) The branch pattern of growth 


Industrial expansion at the branch level has tended to 
follow a fairly well-defined pattern—the combined effect 
of growth strategy, technological inter-relationships, 
and shifts in the structure of demand—and neither the 
developments during the 1971-1975 period nor those 
which are envisaged for the current quinquennium mark 
any wide departures from this pattern. This is true at 
least with regard to trends in the area as a whole, as is 
illustrated by the growth elasticities of the various 
branches in relation to the growth of industry as a whole 
(table 3.5).2. At the most general level, the tendency 


2 Calculated as the ratio of the growth rate of a given branch 
to the aggregate industrial growth rate. 
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TABLE 3.4 


Structure and growth rates of output of consumer goods in Soviet industry 


Percentage share eee 
Plan Plan 
1965 1970 1975 1966-1970 1971-1975 1971-1975 1976-1980 
СВО ВВ SS ee. oe erie 
J 5.7 
Total consumer goods (Group В)..... 100.0 100.0 100.0 8.3 8.2 6.6 
ightsindustty ооросеововоьсое 26.4 28.8 26.6 10.5 6.8 4.9 ca. 4.9 
of which 
еее 35 2.9 27 4.6 4.8 
Clothing сена. 12.8 14.7 13.0 ЕТ 4.1 
Кобе елена 3.2 Зы 2.6 7.8 2.9 
О. 12 6.9 8.1 8.3 ТЕ ee 
Foodiindustrysra. oben ce ee cee 54.6 48.6 45.2 6.1 6.2 51 ca. 4.4 
of which: 
Meat and dairy products........ 17.3 16.6 16.8 Е 6.9 са. 3.9 
Fish Maric. га. 2.4 23 1.8 8.5 1.6 ca. 5.6 
Breadjand По a ois ene 91 eu 6.3 5.0 2.6 
Suganand pastry еее» 7.4 6.1 5.4 4.7 4.1 
Офег Бтапс ве и... 19.0 22.6 28.2 125 137 11.4 
of which: 
Electricity andfuel........... В 3.1 87) 7.8 7.5 
Engineering 34-0) еее 6.2 8.5 т 157 179A 13.8 
Chemicals¥. aos cc ear ee aes 2.4 3.0 3.3 14.1 8.7 
Wood and wood processing ...... 3.4 3.3 3.6 8.1 8.4 


Average annual percentage change 


Source: Narodnoe Khozyaistvo SSSR у 1975 godu (Statistical Yearbook for 1975), five-year plans, plan-fulfilment reports and secretariat estimates. 


towards a narrowing down of differences between branch 
growth rates, which has been present for some time, 
became more accentuated in the period 1971-1975, and 
a continuation of this trend is to be expected on the basis 
of the targets written into the 1976-1980 plans. A notable 
exception is the fuel industry, which historically has 
expanded at a significantly slower rate than industry 
as a whole. The growth rate of this industry is currently 
tending to move further away from, rather than closer to, 
the average. 


Descending from this very high level of generalization, 
one finds a variety of shifts in the pattern of growth which 
reflect the specific conditions under which industrial 
development took place during the last quinquennium. 
Some of these shifts were planned but others were not. 
Moreover, although deviations from the historical 
pattern appear to have been temporary in most cases, 
there are also some which represent genuine changes in 
trend. 


In the Soviet Union, the spread between the growth 
rate of engineering output and that of the output of 
industry as a whole has actually widened. The rate of 
growth of this branch has remained practically unchanged 
at a rate of 11.6 per cent (table 3.6), a figure which is 
nearly 60 per cent higher than that of industry as a whole. 
The 1971-1975 plan provided for a growth rate of only 
about one-third above the average, and although this 
corresponded to what had actually happened in the 
preceding quinquennium it was lower than the average 
for the more distant past. On the other hand, there was a 


reduction in the growth rate of light industry from 
8.6 to 4.6 per cent, the growth elasticity declining from 
1.00 to 0.62 per cent—significantly more than planned. 
Between these two extremes a decline in the growth 
elasticity of the energy industry can be noted. This con- 
trasted with an increase in the growth elasticity of the 
fuel industry. 


In the east European countries a common feature (as 
already mentioned) was a decline in the growth elasticity 
of the fuel industry. The rate of growth of the energy 
industry was also relatively lower, the growth elasticity 
having decreased sharply in Bulgaria and Romania. 
Other important shifts in the growth pattern included 
a sharp drop in the growth elasticity of metallurgy in 
Bulgaria, of engineering in the German Democratic 
Republic, of the chemicals industry in Bulgaria, Poland 
and Romania, and of the construction materials industry 
in Romania. Against this there was a notable increase 
in the growth elasticity of the chemicals industry in the 
German Democratic Republic and of the food industry in 
Czechoslovakia, the German Democratic Republic and 
Poland. 


A characteristic feature of the current five-year plans 
is the attempt to keep the growth elasticity of the energy 
industry at the level of the last quinquennium. Only 
Bulgaria plans a recovery, although not to the previous 
level. The plans contain no data for the fuel industry, 
except for Romania, where the growth elasticity of that 
branch is to rise sharply to a level not only exceeding 
that of 1971-1975 but also that of the 1966-1970 period. 


нь TN 


TABLE 3.5 


Ratio of growth rates of industrial branches to over-all industrial growth rates 


(Over-all industrial growth rate = 1.00) 


De a — ———_—————дАаААА 
Construction Light Food 


Energy Fuel Metallurgy Engineering Chemicals materials industry Processing 
Bulgaria 
Томи ол 1.37 1.14 1.43 1.54 1.68 1.38 0.86 0.73 
1966-1970 95 55. > Se 1.22 1.39 1.70 1.44 1.96 0.93 0.9 4 
95 0.5 
И и Е 0.58 0.93 1.20а 1.62 1.28 1.01 0 
Plan 1976-1980 ; sl? p64 
gtr car ron 1.08 xs 1.14а 1.62 132 0.80 0.76 
Czechoslovakia 
О 7 OMe s eee ee 1.08 0.79 1.01 1.43 1.53 1.24 0.69 0.59 
Ся eee 1.07 0.74 0.75 1.37 1.44 1.01 0.72 0.57 
Plan 1 971-1975 eee 1.23 0.42 0.82 1.28 1.536 1.336 0.90 0.50 
TO TUAUOTS Sees. м. 0.91 0.48 0.81 127) 1.48 0.99 0.85 0.70 
Plan 1976-1980....... 0.97¢ и ® 1.42 1.106 1.256 0.75 0.63 
German Democratic Republic 
1951-197 Oat: ee №. 0.79 0.59 1.06 1.30 1.08 1.07 0.80 0.91 
1966-1970 зе ее 0.90 0.79 0.87 27 1.06 0.90 0.71 0.62 
Plan 1971-19759...... 0.93 с es 0.92 1.45 1.33 1.00 0.93 0.57 
TAS ey ieee р re 0.75 0.68 1.03 1.02 1.29 1.06 0.80 0.83 
Plan 1976-19809 ...... 0.72¢ ar as 4 1.21 1.08 1.08 0.54 
Hungary» e 
1951-19705 sate ae We eee 1.06 0.59 0.90 1.21 1.61 0.93 0.87 0.77 
1966-19708 Fico eee 1.32 0.60 0.89 1.24 1.87 0.84 0.74 0.76 
Plan 1971-19757 а 1.32 0.26 0.75 1.00 1.51 1.56 1.03 0.69 
LS ALCS И о "ВЯ 0.32 0.75 1.20 1.62 0.79 0.74 0.72 
Plan 1976-1980....... 1.14 0.25 0.75 1.08 1.55 0.89 0.98 0.86 
Poland 
TOSIAN9 100 sce aes Se 5 0.57 0.87 1.76 1.50 1.04 0.88 0.59 
1966-м енг. 1.01 0.82 0.75 1.45 1.55 0.82 0.85 0.34 
Plan 1971-1975....... 0.99 ies 1.11 1.26 1.19 0.89 0.84 0.53 
UO el Oi Same ее 0.85 0.55 0.90 1.34 1.16 0.78 0.86 0.84 
Piant9 76-1980 40... . - 0.79¢ #2 a 1.28 1:32 0.89 0.87 0.76 
Romania 
Тот: yess. see 1.43 0.72 1.09 1.49 1.82 1.23 0.83 0.68 
1966-Е... 1.45 0.50 1.04 1.35 1.76 1.11 0.96 0.53 
Plan 1972-1975...-... 1.00 0.63 0.86 132 1:52 1.07 0.88 0.79 
ео. . 0.75 0.40 0.84 1.39 1.21 0.77 1.02 0.58 
Plan 1976-1980....... 0.73¢ 0.71 1.14 1.15 1.49 0.89 0.79 0.79 
Soviet Union a 
VOSTAU97O: CA ees acs: 1.27 0.76 0.95 1.44 1.35 1.36 0.76 0.80 
1966-1970) 2. chews 2s 1.05 0.67 0.67 1.38 1.44 1.00 1.01 0.70 
Planvli97 11975. оны: 1.06 0.76 0.68 1.36 1.44 0.88 0.85 0.78 
UK WAS WB ое ыы 0.96 0.80 0.69 1.57 1.42 0.99 0.62 0.70 
Plan 1976-1980....... 0.88 ifs 0.56 1.41 1.64 0.57 0.78 0.70 
Area average (unweighted) b f 
95-е... ere 1.17 0.76 1.04 1.46 1.51 1.18 0.81 0.72 
1966-1970 . 3 1.15 0.81 0.95 1.35 1.57 0.94 0.85 0.58 
Plan 1971-0975). 2 cnet 1.08 ei: 0.85 1.27 1.42 1.12 0.90 0.65 
19-1975 2.5.0.6. seen ero 0.85 0.63 0.90 1.34 1.35 0.91 0.81 0.72 
1.38 0.93 0.86 0.70 


Plan 1976-1980....... 0.90 bie Sec 1.33 


a 
==: ——/|—/=—/—/—:—:—:—:—:—:—:—:;:;:;:/—_— 


а dity production classified by industrial ministries. 
® Ferrous metallurgy. Commodity pro 


>b Data not strictly comparable because of somewhat different coverage. © Mining. 
: : ТЕ i у 
© Computed from electricity output in physical terms. Excluding Hungary. 
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The engineering industry is to remain in the van of indus- 
trial expansion in Bulgaria and to move ahead of the 
chemicals industry in Czechoslovakia. In all other 
countries, however, the chemicals industry is to be the 
fastest growing branch. Other notable features are a 
sharp planned drop in the growth elasticity of the con- 
struction materials industry in the Soviet Union, and 
in that of the food industry in the German Democratic 
Republic. 


Because of the low base, the structural pattern of 
growth tends to be more erratic in Albania than in any 
other country in the area. Judging by the limited informa- 
tion available, the period 1971-1975 was marked in that 
country by a particularly sharp variation in growth 
pattern (table 3.7). Compared with the preceding 
period the growth rates of the engineering and chemicals 
industries, and—judged on the basis of output in physical 
units—the electricity, oil and coal industries was very 
low. The 1976-1980 plan foresees a further reduction 
in the growth rate of the engineering industry, but a 
step-up in the growth rate of the chemicals, electricity 
and coal industries. Trends in the output of some basic 
products are shown in the following table: 


Albania: Production of some basic industrial materials 


(In thousands of tons, except for electricity, in millions of kWh, 
and natural gas, in millions of cu.m.) 


Plan Plan 

1965 1970 1975 1975 1980 

Electricity 7. ese 341.8 943.5 2200 1630 3580 

Сом i tes 303.9 694.6 1420 1000 2000 

Crude oil 822.4 1486.9 2500 1830 2030 

Natural gas 43.2 97983112. 285 420 

Chrome ore : 310.8 466.0 900 780 1140 
Blister copper .. . 4.2 5.6 9.9 8.5 31 

Ferro-nickel . 400.0 400.5 650 Toy 


Sources: As for table 3,7. 


Note : Figures for 1975 and 1980 are estimated on the basis of reported actual and 
Planned increases in production. 


в Production is expected to increase by 3.3 times. 


(У) Structural shifts within branches 


Together with the diminishing intensity of structural 
shifts between branches, there is an opposing tendency 
for shifts in the structure of output within branches 
to become more intensified. New forms of international 
specialization and co-operation, the need to speed up 
technological progress and the process of quality improve- 
ment, and—not least—the need to adjust the structure 
of output in order to meet more easily the pattern of 
requirements, all contribute to this process. Only a 
sketchy survey of this subject can, however, be made, 
since there are no data available which would allow a 
systematic treatment. 


In ferrous metallurgy, structural changes have gone in 
the direction of raising the share of quality steel and 
widening the range of shapes and sizes of rolled products. 
Changes in the product mix of this industry are seen, 
among other things, as a way of economizing on metals, 
and hence of substituting qualitative for quantitative 


growth. Improvement of product assortment has, how- 
ever, tended to progress too slowly. In this connexion 
a number of plan documents single out targets relating 
to specific products which—although their share in 
production may not be large—cause bottlenecks and/or 
have been costly in terms of imports. Noteworthy in the 
Soviet case, for instance, is the call for an increase in the 
output of cold rolled products, transformer and low 
alloyed steels by 45 to 57 per cent, as against a planned 
increase in the aggregate output of rolled products of 
19 per cent. 


Although to a much larger extent tied to the availability 
of natural resources, non-ferrous metallurgy has been 
developing fast—at a rate exceeding in most cases that 
of ferrous metallurgy.? Little data on the composition 
of output are available. The Soviet Union—by far the 
largest producer—planned to increase the output of 
aluminium by 35 to 40 per cent in the 1971-1975 period. 
In Hungary, output of alumina rose by 71 per cent 
in the same period.* In Poland extensive development 
was witnessed in copper, output of which rose by 244 per 
cent 5 and in lead, output of which rose by 40 рег cent.® 
Rapid growth of the non-ferrous metallurgy sector was 
also witnessed in Romania, output of aluminium and 
(according to some estimates) also of copper having 
doubled.’ 


In engineering changes in the structure of production 
have been particularly pronounced in recent years. In the 


3 The development of the two metal-making divisions is illustrated 
by the following data (gross output, average annual percentage 
change): 

1966-1970 1971-1975 Plan 1976-1980 
Czechoslovakia 

Ferrous ag ae 4.5 5.3 

Non-ferrous .... 9.4 5.8 
German Democratic 

Republic 

О бою 4.4 

Non-ferrous . 8.7 
Hungary 

ОЕ с ae 4.2 

Non-ferrous TVS 
Poland 

Ferrous и 5 

Non-ferrous ... . 9. 
Romania 

О бон 12.3 Иез 

Non-ferrous ... . 12.4 
Soviet Union 

И Зое ne 5 

Non-ferrous 7 


bw 
cow 


® Plan figures. 


4 Output rose from 441 thousand tons in 1970 to 756 thousand 
tons in 1975. The planned figure for 1980 is around 800 thousand 
tons. 


| 5 The increase in the output of electrolytic copper 1971-1975 was 
from 72.2 to 248.6 thousand tons, with a target for 1980 of 425 
thousand tons. During the period under review Poland became a 
large exporter of copper. In 1975 exports amounted to 90.3 thousand 
tons as against 17.9 thousand tons in 1970. It is expected that the 
share of exports in production will continue to rise. 

6 From 54.5 thousand tons to 76.2 thousand tons. 
production is planned to reach 120 thousand tons. 

? Output of aluminium rose in Romania from 101 thousand tons 


to 204 thousand tons 1971-1975. The target for 1980 is 250 to 
260 thousand tons. 


By 1980 


TABLE 3.6 


Industrial production in the Soviet Union by branches: structure and growth rates 


Percentage share 


— 


1965 1970 
ОЕ Rt. Sie 100.0 100.0 
of which: 
BICCTICHY ete ee ee 2.8 2.9 
Bo ar se ese ИС 7.0 6.2 
Ferrousmetallurgy = те 
Non-ferrous metallurgy ........ it as 
ENgineelingecenirs. Узи ии 19.9 23.0 
Whemiicals- Shay 275 о сане 5.0 6.0 
Construction materials. ........ 4.1 4.1 
Glasswand china’ kh)... аи. Phe a 
W.OOd:and Paper аа ь 5.9 5:2 
О а 17.0 17.0 
О ое Meer att cart ой 24.1 21.2 


Source: Аз for table 3.1. 


Soviet Union output of computers and computer parts 
continued to rise extremely fast, at an annual rate of 
33 per cent. Rapid growth was also witnessed in passenger 
car production, output of which reached 1,201 thousand 
units in 1975, as against 344.2 thousand in 1970 (see 
appendix table),* and—among other major sections for 
which data are available—in automatic systems, chemical 
plants and agricultural machinery. In the current five- 
year plan, above-average targets were assigned to auto- 


8 In 1975 exports reached a level of 310.2 thousand units, as 
compared with 91.8 thousand in 1970. 


Average annual percentage change 
Plan Plan 
1975 1966-1970 1971-1975 1971-1975 1976-1980 
100.0 8.5 8.0 7.4 6.3 
2.8 9.0 8.5 Иа 5.2-5.9 
Эл 5:7 6.1 5.9 fs 
Sei 5.4 Бы 3:5 
3 oi 7.0 a 4.8 
27.8 11.7 10.9 11.6 8.9 
6.9 12.2 115 10.5 10.3 
4.1 8.5 7.0 7.3 3.3-3.9 
oa 10.0 ae 10.5 A 
4.6 5.6 6.1 5:2 4.3 
14.9 8.6 6.8 4.6 4.9 
19.0 5.9 6.2 572 4.4 


matic systems, agricultural machinery, chemical plants 
and equipment for the oil industry. Although no quanti- 
tative data are available, it would appear that increased 
emphasis will also be put on the development of power 
engineering (including equipment for atomic power sta- 
tions, automatic pumps for gas transportation, etc.) 
and heavy and transport engineering (including equip- 
ment for rolling mulls, pipe-making, road-building 
machinery, containers and mechanical handling equip- 
ment, etc.). 


In the east European countries, changes in the structure 
of engineering output have reflected—to an increasing 


TABLE 3.7 


Albania: gross output by industrial branches 


aT 


Average annual percentage change 


Percentage 
share 
in Plan Plan 
1970 1951-1970 1966-1970 1971-1975 1971-1975 1976-1980 
Е и ke oF 100.0 14.6 12.9 (10.4) 8.7 (73) 
Blectricity. gcse wae os 3.5 29 23 15.6 19.6-20.1 
О. 6.8 14.6 15.2 10.4 4.9-5.2 
Goal аи КОК 1.4 15.0 11.9 13.0 10.3-10.5 
СПО пе 0.8 11.8 9.3 17.5 11.3-11.6 
Coopeiy acess tes ona: 4.5 19.5 25.1 9.7 7.0-7.3 
Nickel and ferrous ores 1.7 15.64 22.1 13.7 ae 43.1-43.6 
Engineering оно 9.8 19.7 25.7 15.3 14.9 7.0-7.3 
ОЕ А са ое AYES 29.0 47.6 LT 729 19.1-19.6 
Construction materials. . 6.4 18.0 Ре 15.0 8.5-8.9 
С]а$$ andchina...... 0.8 30.0 16.6 19.3 3.7-4.2 
Woodand paper ..... 7.9 15.6 10.0 6.8 bes 3.4-3.7 
Light industry ...... 22.0 20.1 ES el 6.0 4.1-4.4 
BOOd a вето СНЕ 29.4 10.4 5.8 7.1 8.6 4.2-4.6 
ИЕ 1.4 9.3 13:2 


—_—_—_—_—_—_——ы— 


Sources: Statistical Yearbook for 1972 and documents on plans and plan fulfilment. 


в 1961-1970. 
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Soviet Union: output of selected categories of engineering products 
(Average annual percentage change) 
ee eS eee eee 


Plan Plan 
1966-1970 1971-1975 1971-1975 1976-1980 


ЧЕЙ по teu, couse. 7 10.9 11.6 8.9 
Automation systems . 13.1 14.6 12.5 12 
Computersand parts. 38.8 ae 32.7 we 
Chemical plants. . . 3.4 oe 11.1 8.4-9.9 
Equipment for the oil 

ПЕ oo oe i: oe 6.0 8.4-9.9 
Metal-cuttingmachines 8.9 ос 8.8 
Forging and pressing 

machinery ... . 8.9 10.1 
Agricultural 

machinery 5 7:2 10.7 1172572 11.7 
Equipment for light 

ИА Бодо 8.9 15.2 9.9 5.4-7.0 
Equipment for food 

О соо 9.0 са 7.8 


Sources : Аз for table 3.1. 


extent—the process of deepening international specializa- 
tion and co-operation which has taken place in recent 
years. Bulgaria, which had for a number of years been 
concentrating on general electrical engineering and 
loading/despatching equipment, has moved in the 
direction of computer electronics and precision engineer- 
ing (see text table below), and is at present also placing 
emphasis on the expansion of communications and remote 
control equipment, tractors and shipbuilding. Output 
of computer and data processing equipment is to increase 
2.5 times between 1975 and 1980, and a similar rate of 
growth is envisaged for communication and remote 
control equipment. The output of tractors is to rise from 
5.1 thousand to 12.5 thousand units, and the volume of 
shipbuilding is to grow 2.8 times. 


Structure of Bulgarian engineering output 


1965 1970 Plan 1975 
Total oe sa, 6 с 100.0 100.0 100.0 

of which: 
Computers and auto- 

matic management 

and control systems 0.1 2.3 12.6 
Precision engineering ® 1.5 2.6 3.4 
Radio and electronics. 8.0 9.8 10.8 
Electrical engineering » 14.1 14.5 12.7 
Loading/despatching 

and transportation 

machinery ... . 9.7 11.2 13.0 


Source: Ekonomicheskaya Gazeta, No. 14, 1974. 
® Including automatic control systems and medical instruments. 
> Including household electrical appliances. 


In Czechoslovakia sub-branches of engineering subject 
to special development programmes increased production 
by 74 per cent between 1970 and 1975, and the current 
plan foresees a growth of 65 per cent by 1980.9 Included 


9 The comparable figures for engineering as a whole are 49 per 
cent and 48-51 per cent respectively. 


in these programmes are, among others, data-processing 
equipment, machine tools, textile machinery, leather and 
shoe machinery, telecommunications and medical equip- 
ment. In particular, rapid growth is currently foreseen 
for machine tools (75 per cent), with the emphasis on 
digitally controlled units, and electronics (100 per cent), 
on semi-conductors and medium and large integrated 
circuits. Reconstruction is also foreseen for the car 
industry in co-operation with the German Democratic 
Republic. Passenger-car production will, however, rise 
by only 17 per cent during the five-year plan period, 
output from new assembly lines being scheduled to 
start only in the 1980s. Czechoslovakia is also heavily 
engaged in the CMEA nuclear energy programme. It is 
to be expected that equipment related to this programme 
will become a significant element in the profile of the 
Czechoslovak engineering industry. 


In the German Democratic Republic, the engineering 
industry has been characterized by a wide diversity of 
products, and development in recent years has been in 
the direction of reducing the range of products and 
expanding highly specialized lines of production such as 
specialized machine tools, machinery for open-cast 
mining, and equipment for canning and packaging for 
the chemicals and printing industries. On the sub-sectoral 
dimension, an above-average growth was witnessed in the 
last quinquennium in electronics (88 per cent), data- 
processing equipment (70 per cent), machine tools 
(56 per cent), agricultural machinery (54 per cent) and 
measurement and control apparatus (51 per cent). It 
seems that little change in the scale of priorities will 
take place under the present plan, machine tools, equip- 
ment for the plastics industry, agricultural machinery 
and electronics being singled out for significantly above- 
average rates of growth. 


Of the six “central development programmes” on 
which industrial growth strategy in Hungary has been 
focused in recent years, two—motor vehicles and 
computer engineering—involve sub-branches of engineer- 
ing..° Output of these expanded at an average rate of 
10.0 and 11.3 per cent respectively between 1970 and 1975 
as compared with a growth rate for engineering as a 
whole of 7.8 per cent. The output of the motor vehicle 
industry accounted for 28 per cent of engineering output 
in 1975, and its share is to rise further under the current 
plan." Other priorities are indicated by the following 
figures (percentage increase): 


1971-1975 Plan 1976-1980 

Total engineering ......... 46 36-38 

of which: 

Motor умеет 61 55-60 

Machine tools . Sontecnee ae 60-65 

боров re 71 60-75 

Electronics Pe PR POLE 120-130 

Automatic control instruments 55-60 

Vacuum technology 120-130 


10 The other four are energy, aluminium, petro-chemicals and 
the textiles and clothing industries. 


11 The main products involved are buses, diesel engines and 
spare parts. No passenger cars are produced. Instead Hungary 
supplies car components to other CMEA countries in exchange for 
which it receives assembled products. 
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_In Poland very rapid growth took place in 1971-1975 
in production of automatic and data-processing equip- 
ment, output of which rose more than four times. Growth 
was significantly above average for mining machinery, 
hoisting and lifting equipment, electronics and electrical 
machinery, and optics. The current five-year plan stresses 
greater specialization, with the emphasis on machine 


tools, power equipment, shipbuilding and chemical 
plants. 


The development of Polish engineering 
ee ee ees 
Percentage change 


Percentage in output 
share 1971-1975 
ee eee ЕК, БО ЧИ Ша, Сы А 
а т. т 100.0 96 
‘Селега! тасьтегу. ° = 92... . 28.1 100 
of which: 
Mining*machinery o-" 4)... oe: 2.6 143 
Machine toolsieugn.. 2) are 2.1 113 
Agricultural machinery. ... . 310 130 
Hoisting and lifting equipment. 1.9 146 
Precision mechanisms ..... . 4.9 169 
of which: 
Automatic and data-processing 
ИО бое ae 2.3 314 
Ор fogs) 2. ae 0.4 134 
Transport equipment. ...... 31.0 78 
of which: 
Motoricatsig. oe. 11.4 93 
Shipbuilding? 3.7... 2. «<= « 5.5 80 
Electrical and electronic equipment . 18.6 124 
of which: 
POWercauipaicitw ss) me «3 4.4 oi 
"ЗБ 5 Вор бов Зо Бо 7.8 163 
Electro-technical equipment . . 3.4 133 
Metal-workingse. са о О ws «x 17.4 86 


Source : National statistics. 


In Romania engineering has become increasingly 
export-oriented in recent years. In addition to such tradi- 
tional lines as oil extraction and refining equipment, 
emphasis has been placed on specialization in precision 
engineering and optical and measuring instruments. 
Greater self-sufficiency has been sought in machine 
tools, electrical and transport engineering, all of which 
are expanding very fast. The current plan calls in partic- 
ular for a rapid expansion of the motor vehicle industry,” 
the electronics industry (2.2 to 2.5 times), the precision 
mechanisms and optics industry (2.5 to 3.0 times) and 
of the production of metal-cutting machines (2.4 to 
2.6 times). The development of shipbuilding is also 
to be given greater attention, although no figures have 
been reported. 

The chemicals industry plays—together with engineering 
—a-key role in industrial and economic development. 
It was estimated, for instance, that around one-half of the 
increase in agricultural production and some two-thirds 
of the increase in that of light industry planned in the 
Soviet Union for the period 1976-1980 is to be obtained 
with the help of a wider application of chemical products. 


12 Output of passenger cars is to increase from 56 thousand in 
1975 to 150 to 170 thousand units in 1980 


Synthetic resins and plastics serve as substitutes for 
metals, and are widely applied in advanced engineering, 
construction and packaging. Pharmaceuticals, cosmetics 
and other products turned out by this branch represent an 
important element in rising living standards and account 
for an increasing share of personal consumption. 

The chemicals industry has been expanding fast in all 
the countries of the region. Through the years the rate 
of growth has been, on average, some 50 per cent higher 
than that of industry as a whole. Nonetheless, its share 
in total industrial production has tended to remain lower 
in the Soviet Union and the east European countries 
than in western countries at comparable levels of develop- 
ment. Differences have also tended to exist in the product 
mix of the industry, with a stronger orientation, in the 
east, towards producer than towards consumer goods. 
But even among products serving as inputs for other 
sectors and branches, the tendency in the east is for 
bulky, technologically unsophisticated products to pre- 
dominate. One may take as an example the fact that, 
whereas in 1975 output of fertilizers in the Soviet Union 
was 30 per cent higher than in the United States, the 
output of resins and plastics was only 22.4 per cent and 
that of chemical fibres only 31.8 per cent of the United 
States level. 

Improvement in product mix has, accordingly, been 
a major goal, dictated by both technological factors and 
the concern to raise living standards. The chemicals 
industry has, however, a very complex output structure, 
and there are no simple devices for measuring progress 
in this area. The plans for 1971-1975 generally set high 
growth rates for plastics and resins, and for chemical 
fibres—synthetic fibres in particular. Agro-chemicals 
were also given priority, and stress was laid on the raising 
of the nutritional content of fertilizers. Thus while the 
Soviet chemicals industry expanded production in this 
period at an annual rate of 10.5 per cent, output of 
mineral fertilizers rose at a rate of 9.9 per cent, and that 
of plastics and resins by 11.2 per cent (see appendix table). 
However, the latter rate was considerably below plan, 
and the growth rate of output of chemical fibres was 
just 8.9 per cent—actually below the branch average. 
The picture which emerges from the data for the east 
European countries is not much different (table 3.8). 
Only Hungary provides an exception. 

As has already been mentioned, the chemicals industry 
is singled out in most of the countries of the region as 
the branch to grow fastest in the current five-year plan 
period. In the Soviet Union it is one of the two major 
branches for which growth will not slow down (table 3.6). 
Agricultural chemicals will continue to receive close 
attention, with the growth rate of output of chemical 
fertilizers being set at 9.7 per cent, which is very near 
the branch average.!* The target for plastics and resins 
corresponds to a 15.1 per cent growth rate, but that of 
chemical fibres to the relatively modest rate of 8.8 per 
cent. Significant improvements are envisaged in the 
output structures of plastics and resins and chemical 
fibres. 


13 The nutritional content of the tonnage shipped is to increase 
from 35.6 to 40 per cent. The comparable figure for 1970 was 
30 per cent. 
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_ Inthe east European countries also, continued emphasis 
‘Is being given to agro-chemicals, although plan data are 
Sketchy. Notable is the acceleration in the growth rate 
of plastics and resins which is planned everywhere. By 
way of contrast, the growth of output of chemical fibres 
is to slow down, except in Romania. 


Growth and structural change in light industry and 
food processing are to a large extent interrelated. Foreign 
trade may be a modifying factor but, by and large, the 
growth proportion between these two industries—as 
well as shifts in their product mix—are determined by 
the pattern of domestic consumer demand. The income 
elasticity of demand for foodstuffs has tended to be higher 
in east European than in west European countries at 
comparable income levels, reflecting partly peculiarities 
in price interrelationships and partly structural differ- 
ences in the supply of consumer goods and services. 
Within foodstuffs there has been a relatively high demand 
elasticity for meat. The income elasticity of demand for 
the products of light industry has been very close to 
that for foodstuffs, but altogether more variable. To a 
large extent it has depended on the ability of light industry 
to meet the demand for more sophisticated products and 
fashion goods as income has risen. Clearly, there was 
also some cross effect, with demand for the products of 
the two industries shifting according to the availability 
and assortment of supply. 


The growth of light industry has tended through the 
years to be somewhat faster than that of the food indus- 
try. However, the growth relationship between the two 
industries has tended to vary sharply in the medium 
term, reflecting, among other things, the speed of struc- 
tural innovation and quality improvement taking place 
in light industry. Thus, for instance, the rapid growth of 
light industry in the Soviet Union in the period 1966-1970, 
and the subsequent slow growth of this industry in the 
period 1971-1975, can be ascribed to a great extent to 
this factor. The apparently sluggish performance of 
light industry in Hungary 1971-1975, although partly due 
to a low level of external demand, was also related to 
this factor. By contrast, the over-fulfilment of the plan 
by light industry in Romania in the last quinquennium 
may well have been the result of a cross effect, namely 
the significant under-fulfilment of the plan for growth of 
output of foodstuffs. 


Apart from modernization of equipment a qualitative 
improvement in light industry is tied to the quality of 
basic and auxiliary materials supplied to this industry— 
by the chemicals industry in particular. The great variety 
and complexity of material inputs involved calls for a 
particularly high degree of co-ordination of activities of 
producers and suppliers. On the other hand, the need 
for greater responsiveness to demand patterns necessi- 
tates closer co-operation between producing and trading 
organizations in the shaping of assortment and the 
design of products. 


A notable feature of development in the last quinquen- 
nium has been the rapid growth of the output of pro- 
cessed meat. This ranged from a rate of 6.4 per cent 
per year in the German Democratic Republic to 11 1 per 
cent in Poland. In the latter country, however, and in 


Romania, notwithstanding accelerated growth, supplies 
were inadequate, and expansion of output remains a top 
priority for the present plan. 


Output of processed meat 


(Average annual percentage change) 


1966-1970 1971-1975 
Bulgaria ae yee oe eee 5.6 8.1 
Gzechoslovakiawies -aenie i inn 3.8 6.5 
German Democratic Republic. .. . 4.2 6.4 
FUN aL Voges stats eg age ee 5.0 11.0 
Poland и 6), to gee ic eager 2.0 11 
ROMAN Sten eee ees oe eee 5-Й 10.5 
Ка аи een Ка 6.4 6.7 
В. ENERGY 


As already noted in the discussion on the branch pat- 
tern of growth, the rate of expansion of the electricity 
and the fwel industries was generally lower in the period 
1971-1975 than in the preceding quinquennium. The 
only exceptions were the Soviet fuel industry, which 
continued to expand at a rate of around 6 per cent, and 
the Polish electricity industry, where the rate of growth 
accelerated somewhat. Notably sharp declines in growth 
rate took place in the Bulgarian and Romanian electricity 
industries and in the fuel industry in Czechoslovakia. 


Gross output of electricity and fuel branches 


(Average annual percentage change ) 


Electricity Fuel 
1966-1970 1971-1975 1966-1970 — 1971-1975 

ВЫ рана eae 132 5.3 15.3 8.5 
Czechoslovakia . ... ee? 6.1 5.0 3.2 
German Democratic 

Republica бо об : Dail 4.9 5.0 4.4 
БОРА 5 Sn oe 8:2 Ue) 5.6 4.9 
Poland seen eee eee 8.5 9.0 6.9 5.8 
RYolmeNIEY 4. 5 5 0 6 o © 16.6 9.8 5.8 5.2 
Soviet Union") 2 ne 9.0 U3 55 5.9 


The figures in the text table above refer to output 
measured in terms of value (at constant prices), and 
although the variety of products turned out by both 
branches is not large, it is nonetheless difficult to provide 
a complete identification of the structural elements that 
have accounted for the trends described. 


The data assembled in table 3.9 indicate that changes 
in the growth rate of electricity output in terms of kilowatt- 
hours were not quite the same as the changes in the growth 
rate of the value output of the electricity branch."* Indeed 


14 Jt should be noted that the output of this branch includes, 
apart from electricity, output of heat transmitted through central 
heating systems. Differences between indices of electricity output 
expressed in value at constant prices and those expressed in kilowatt- 
hours may also rise in connexion with differentiation of tariffs. 
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TABLE 3.9 
Electricity production (A), consumption (B), and generating capacity (C) 


Volume in 
1975 ® 

Bulgaria 

с shore 25.24 

а: aoe. 25.34 

(OP Be NOOO ССВ 7.06 
Czechoslovakia 

Е ere Matte. oF ers! oh 59.28 

ак, Е 54.11 

А. 13.64 
German Democratic Republic 

A eae: ys Yona fae 84.51 

о eset Ome Ones 85.19 

и ce eee Te Coe Mee 16.93 
Hungary 

Ее Ca ese 20.46 

Beet op. О ey cpois 24.58 

(RR RO Rie aie) me Tere ame 4.29 
Poland 

Y Na Py ros В ee eh ery 96.86 

Bieter te) ое 96.65 

о ler cre sek ares 20.06 
Romania 

Tc OP RES OO cin ot ee 53.72 

А с ОИ es 522 

(ре аула рН 11.58 
Soviet Union 

AL reba tehtar cer cuatotiesss fe ences 1 038.6 

Bie ea orca at ee 1027.3 

ое. 217.4 


Annual average percentage change 


1961-1965 1966-1970 1971-1975 Plan 1976-1980 


17.1 13.8 5.2 9.1 
16.4 13.8 8.3 .. 
18.4 13.8 11.4 Tez 
6.9 SoU 5.6 SET) 
7.6 6.8 5.5 ae 
es ail 4.7 97 
5.9 4.8 4.6 4.7 
6.1 4.9 4.6 ne 
5.6 4.1 6.2 6.3 
8.0 5.4 7.1 6.1 
8.9 1ES 6.5 7.0 
6.2 6.5 9.4 6.2 
8.4 8.1 8.4 6.6 
We 8.3 8.4 
8.9 fies 7.6 3 
17.6 15.3 8.9 7.6 
17:3 14.1 9.4 7.8 
129 TS 9.5 8.7 
11.6 Ue 7.0 5.8 
11.6 7.8 6.9 ss 
11.5 1-7 5.5 5.8 


Sources: As for table 3.1. 


® Production and consumption is in billions of kWh, capacity in thousands of MW. Production and consumption figures 
differ on account of net foreign trade position, of consumption at electric power stations, and of losses in transmission. There 
are differences between countries in the way in which gross electricity production is reported. 


in Hungary the growth rate of electricity production 
in physical terms was faster in the years 1971-1975 than 
in the comparable preceding period. However, the 
decline in the growth rate of output in Bulgaria and 
Romania is equally well marked here. 


In the Soviet Union, as in Bulgaria and Romania, 
this decline in the growth rate represented the contin- 
uation of a long-term trend. In Bulgaria the drop 
was steeper than might have been expected on this 
basis, but an upward adjustment back to the trend line 
is incorporated in the 1976-1980 plan. The present plans 
foresee a further falling off in the growth rate of elec- 
tricity production in the Soviet Union, Romania, Hun- 
gary and Poland. In Czechoslovakia and the German 
Democratic Republic the growth rate will remain vir- 
tually stable for the third consecutive quinquennium. 


Consumption of electricity continued to expand in the 
Soviet Union at a marginally slower rate than production, 
net exports rising from 5.2 to 11.3 billion kWh between 
1970 and 1975 (table 3.10). However, the rate of growth 
of electric power generating capacity was only 5.5 per 
cent, pointing to an increased strain on supplies. 
Among the east European countries a slower rate of 
growth of consumption than of production was witnessed 
in Hungary only. The growth of consumption signifi- 
cantly outstripped the growth of production in Bulgaria 
and—to a lesser extent—in Romania. A notable feature 
was the relatively rapid growth of electric power generating 


15 It was planned that а total of 66,000 MW would be put into 
Operation in the period 1971-1975. The actual figure was around 
58,000 MW. Installed capacity rose during this period by 51,300 MW 
implying that some 7,000 MW were withdrawn from operation. 


TABLE 3.10 


Net imports of primary energy sources 
FSS PS SR ne = a Па yt a Pe at ча 
1965 1970 1971 1972 1973 1974 1975 


Electricity (billions of kWh) 


BOA ал chan cae. vs aces = = a 
Cuechoslovaka Pata ca: baggie 0.74 3.41 4.39 ee: т ge Ne 
ae У Sree 3. aa A 0.08 0.97 1.25 1213 0.64 
SO ae) Кан Vid et 33 4.22 4.38 4.61 4.41 4.15 
Ки eigekea te ihe” —0. - —0.21 —0.11 —1.48 —2.92 —0.51 
as : x оО —0.58 —2.33 —3.24 —3.56 —3.55 —2.89 —2.92 
ет трее Cte ee 1.13 4.52 5.24 5.38 5.47 4.68 5.80 
Зое Оо А 2's eae oe —1.52 —5.20 —6.70 —7.10 —9.65 —10.89 —11.27 
Eastern Europe and the 
SovietUnion ое. Ons —0.39 —0.68 —1.46 —1.72 —4.18 —6.21 —5.47 
Coal (millions of tons) 
BUSAtia eons ey cecaeeee wee ae eco 2.60 4.99 6.01 Sel 5.79 6.13 6.38 
Czechoslovakia о... 1.99 1.57 2.11 2.23 1.82 1.45 1:52 
German Democratic Republic ...... 9.46 8.19 7.97 7.60 7.57 6.79 8.16 
Hungary eo ee ee eee. Ie 2.79 2.21 2.00 1.87 1.64 1.61 3.07 
Poland. М. Sana. Ste. ee —19.80 —27.69 —29.01 —31.49 —34.69 —38.86 —37.34 
Копа crore eee ae eles 0.71 0.73 0.74 0.75 1.36 1.87 2.42 
EastemiEuropemens. в. sane. —2.25 —10.00 —10.18 —13.27 —16.51 —21.01 —15.79 
Soviet От «iets, eet. ee —15.70 —17.42 —16.58 —14.68 —14.54 —16.50 —16.32 
Eastern Europe and the 
SovietsUnion Еее —17.95 —27.42 —26.76 —27.95 —31.05 —37.51 —32.11 
Crude ой and ой products (millions of tons) 
ВАНН cose et ees, Sete te hes Broil 8.42 10.02 10.58 9.652 10.634 10.464 
Czechoslovakia и ter. =, sie ee 5:71 10.08 11.56 12.61 14.52 15.51 16.17 
German Democratic Republic ...... 4.01 9.13 10.11 13.06 13.78 13.63 14.30 
Hungary esis aie ike us: seks о а, 1.96 4.11 5.01 5.40 6.44 7.18 8.11 
Мо sy ee 4.43 7.01 7.89 9.70 11.14 10.58 13.31 
ROMANIA OE ОО И ВОИ onsite —5.83 —3.08 —2.51 —2.22 —0.80 —1.96 —1.09 
Вазети Ето ре а и" 13.79 35.67 42.08 49.13 54.73 55.57 61.26 
Зою сном —62.52 —91.15 —98.42 —97.89 —103.58 —111.79 —120.85 
Eastern Europe and the 
Золе —48.73 —55.48 —56.34 —48.76 —48.85 —56.22 —59.59 
Natural gas (billions of cu. т.) 
Bulgaria meres teats ee ene ee te a о es ea A a it 
Czechoslovakia ees 2+ оО нь - 27 1.54 1.84 2.29 3:22 3.78 
German Democratic Republic ...... _ 0.12 0.08 —0.02 0.74 2.81 3.19 
Hungary icc о ве ae aire eo 0.20 0.20 0.21 0.20 0.19 0.19 0.80 
Olander Cele nese ts 6 0.20 0.44 0.41 0.43 0.35 0.36 0.40 
Romania eet s oie hoses: dss oe eho —0.20 —0.20 —0.20 —0.20 —0.20 —0.21 —0.19 
Easter europea) еее. 0.20 1.83 2.04 2.25 3.37 6.37 9.08 
И оо коромео ор осо —0.39 0.26 3.58 5.98 4.58 —2.10 —6.91 
Eastern Europe and the 
Soviet Unione «ee ears on ne —0.19 2.09 5.62 8.23 7.95 4.27 2.17 


nn 


Source: As for table 3.1. 
Note: A minus sign represents an export surplus. 
® Excluding oil products. 
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capacity in Bulgaria. This growth rate—11.4 per cent— 
was not only much higher than the growth rate of pro- 
duction, but was also significantly higher than that of 
consumption. It has provided ample reserves to meet 
current production targets. In the German Democratic 
Republic, Hungary and Romania also, capacity expanded 
faster than production, while in Czechoslovakia and 
Poland the opposite was the case. 


A significant feature of developments in the years 1971- 
1975 was a narrowing down of inter-country differences 
in coefficients relating growth rates of electricity consump- 
tion to growth rates of net material product (table 3.11). 
A sharp decline in the growth elasticity of electricity 
consumption in relation to net material product can be 
seen to have taken:place in Bulgaria, Poland and Romania. 
This brought the elasticities close to or below unity in 
all the east European countries. Only in the Soviet 
Union was there an increase in this coefficient. The 
current plans apparently envisage a reversal of this trend 
in most of the east European countries, the growth elas- 
ticity of electricity consumption in relation to net material 
product being scheduled to increase slightly.’° In the 
Soviet Union it will apparently remain close to the level 
of 1971-1975. 

A programme aiming at greatly reducing the use of oil 
as a fuel and shifting the pattern of fuel consumption 
in the generation of electricity in favour of solid fuel is 
under way everywhere. Nuclear power is being empha- 
sized, and in the Soviet Union the development of hydro- 
power stations also. Out of a total of 71.0 thousand 
MW capacity to be put into operation in the period 1976- 
1980 in the Soviet Union, some 42.1 thousand MW are 
to be based on thermal, 15.2 thousand MW on hydro 
and 13.7 thousand MW on atomic power resources. 
This implies a decline in, the share of thermal power 
from 78.8 to 74.0 per cent, an increase in the share of 
hydro-power from 18.6 to 19.3 per cent, and an increase 
in the share of atomic power from 2.6 to 6.7 per cent.!” 
More detailed data on past and planned rates of growth 
of nuclear power capacity in the Soviet Union and the 
east European countries are shown in table 3.12. 


In addition to the mining and extraction of fuels, the 
output of the fuel industry includes primary processing 
of the same and—the most important—oil refining. It 
is the last-mentioned component which in a number of 
countries accounted for the bulk of growth in the last 
quinquennium. Mining and extraction continued to 
expand at a rapid rate in the Soviet Union and in Albania. 
The rate of expansion was slower in Poland and Romania, 
and ranged between negative values and under | per cent 
in Bulgaria, Czechoslovakia, the German Democratic 
Republic and Hungary. 


Primary energy output in terms of calorific content 
(including electricity from hydro and nuclear power 
stations) rose in the Soviet Union at a rate of 5.5 per cent 


16 For most countries there are no available data on planned 
electricity consumption. However, it may be assumed that pro- 
duction will not outstrip consumption to any large extent in any 
country. 


17 The capacity of thermal power stations is to increase by 


25 per cent, that of hydro stations by 38 per cent, and that of nuclear 
power stations by around 3.5 times. 


in the years 1971-1975, somewhat faster than in the 
preceding quinquennium (table 3.13). The more rapid 
growth of coal output more than offset the effect of 
slower growth of output in the case of other major fuels. 
In the east European countries growth rates varied from 
minus 1.6 per cent in Bulgaria to an estimated 7 per cent 
in Albania, with no uniform pattern of change in the 
growth rate over time in evidence. Poland, the second 
largest producer in the region, expanded production at 
а rate of 4.1 per cent, about the same as the rate attained 
in the preceding five-year period. Coal output rose 
faster, but the gain was offset by a sharp deceleration 
in the output of natural gas. Among other features to be 
noted is the continued sharp increase in output of natural 
gas in the German Democratic Republic. Its share in the 
total of primary energy production rose from 1.9 per 
cent in 1970 to 12.4 per cent in 1975 (table 3.14). Growth 
of natural gas output in Hungary also increased the share 
of the sub-branch in total branch production from 19.8 
to 28.2 per cent. 

Changes in the rate of expansion of aggregate primary 
energy consumption in terms of calorific content did not 
follow a uniform pattern (table 3.13). In the Soviet 
Union this rate of expansion accelerated somewhat more 
than the rate of expansion of production—from 5.0 
to 5.4 per cent in the period 1971-1975 by comparison 
with the previous quinquennium. There was a decline 
in the rate of expansion of net exports from 7.3 to 5.8 per 
cent.'* Among the east European countries the pattern 
varied from a sharp slowdown in Bulgaria and Romania 1 
to accelerated growth in the German Democratic Repub- 
lic, Hungary and Poland. In Bulgaria and Romania 
the decline in the growth of electricity output was evi- 
dently a factor contributing to a large extent to the 
decline in the over-all growth rate of energy consumption. 
Changes in the elasticity of energy consumption in rela- 
tion to net material product are shown in the following 
text table: 


Ratio of growth rates of total primary energy consumption 
to growth rates of net material product 


( Coefficients) 

1951-1970 1966-1970 1971-1975 
Bulgaria use 1.30 1.20 0.57 
Czechoslovakia . ... 0.80 0.45 0.50 
German Democratic 

Republic 0.53 0.35 0.44 

Hungary .. . 1.01 0.41 0.66 
Poland. . 0.74 0.71 0.52 
Romania... 1.03 1.13 0.49 
Soviet Union . 0.78 0.65 0.95 


ee 
Sources : Аз for table 3.11. 


18 Changes in exports and imports of total primary energy 
(excluding electricity) can be illustrated by the following figures 
(in millions of tons of standard coal equivalent): 


1965 1970 1975 


Total exports . 116.7 167.0 2S al 
Totalimports. .... hil 14.1 35.1 
Net exports. . 107.6 S229 202.6 


19 And also, apparently, in Albania, if one can judge by incom- 
plete data. 


Industry and energy 


TABLE 3.11 


Ratio of growth rates of total electricity consumption to growth rates of net material product (A) 
and of electricity consumption in industry to growth rates of industrial production (B) 


(Coefficients) 
0 
Plan 1976-1980 * 


Country 


Bulgaria 


О С ЕН Meri 


о ae 1k ae Зоо TEN ey (a 


SG a) ee wt Lene: arn =! sete © 


Ris) Neus) Re. Sieh 0.) S um able, 


mp i's, Ima ее 


1961-1965 


2.49 
1.49 


4.22 
1:31 


1.74 
0.98 


ARG) 
1.03 


1.32 
1.04 


1.84 
1.23 


1.73 
1.24 


1966-1970 


1.59 
1:29 


0.96 
0.88 


0.91 
0.68 


1.10 
1.00 


1.41 
0.90 


1.83 
1.14 


1.01 
0.81 


1971-1975 


1.05 
0.65 


0.98 
0.67 


0.85 
0.68 


1.05 
0.72 


0.87 
0.74 


0.83 
0.84 


0.21 
0.83 


1.08 


0.91 


1.09 


0.92 


0.74 


Source: CMEA Yearbook 1976, five-year plan documents. 


а Estimated on the assumption that consumption will grow in line with production, except for Hungary and Romania, 
for which countries specific plan data on consumption are available. 


TABLE 3.12 


Growth of nuclear generating capacity 


a ИС ee SETA TER OL Cay eT Ge gy 


nnn —— $$ ——_— ——. er CO raw—vmwmO"-' 


Capacity in MW 


Percentage of total capacity 


Percentage of increment 
in total capacity 


Plan Plan Plan 
1970 1975 1980 1970 1975 1980 1971-1975 1976-1980 
ИЕ овобоноое — 880 1760 — 12.4 17.6 29.9 29.9 
Czechoslovakia ..... — 150 1910 ital 10.6 5.3 40.4 
German Democratic 
Republic) eas ort 75 960 3 960 0.6 5 bg 20.3 49.4 
Hungary eer en - — 4404 = 7.6 — 29.3 
Boland: syogeetossuttn = _ _ =u _ — _ — 
Вора Gece om ee — — 880 - 5.0 _ 14.6 
Soviet Union ...... 920 5 546 19 300 0.6 2.6 6.7 9.0 26.8 


ee 


Sources: Press reports and secretariat estimates. 
® This figure represents the initial capacity of the Paks Stati 


capacity of 1,760 MW. 


> А 1,600 MW atomic power station is due to start operation in 1984. 


i М 


on, scheduled to start production in 1980. Upon completion of the first stage the station will have a 
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TABLE 3.13 


Growth of production and apparent consumption of major primary energy sources 
on the basis of data expressed in coal equivalent 


(Annual percentage change) 
Production Apparent consumption 


i 
a ——Ан-—-ы—-—-—А—-—А—д—д—ы— 


1961-1965 1966-1970 1971-1975 1961-1965 1966-1970 1971-1975 
Albania 
О 2.6 12.9 Cant 5.1 16.3 
Coal ее 2.6 12.8 7.6 3.5 122 
Petroleum... 2.50 8 ee 2.4 12.6 4.2 6.2 18.1 
о... _ 18.1 23.8 _ 18.1 
Hydro and nuclear ..... 15.6 13.3 we 15.6 93 
Bulgaria 
к, ЕН 8.9 3.8 —1.6 15.5 10.4 са. 4.5а 
СПь о оон 9.0 3.0 —1.2 12.8 5.4 0.3 
Реп ее. 2.8 7.8 —18.9 28.6 20.4 са. 6.5а 
а нь - 46.0 —24.2 - 46.1 20.6 
Hydro and nuclear ..... 1.2 5 ca. 18 0.9 0.7 ca. 40 
Czechoslovakia 
otal orcas treater keene 3.0 1.5 0.5 4.6 3:2 2.8 
ое 8) №5 0.5 3.7 i 0.6 
О об обосоюс с 7.0 1.1 —7.1 PED) D7 9.7 
Gast trae eee ero oe —7.7 4.5 —5.0 —7.7 7 3-7) 
Hydro and nuclear ..... 12.3 —3.8 ca. 3 20.9 ты Caer 
German Democratic Republic 
то о oe cee 1.9 0.9 1.1 3.0 1.9 2.4 
Coalyesy о kane 1.9 0.5 —1.2 22 0.1 —1.8 
1 И роб обасак — 2.3 —2.3 20.8 17.6 9.3 
Саре. 38.3 56.1 36.0 38.5 55.6 52.5 
Hydro and nuclear ..... 5.0 16.8 ca. 20 28.9 15.5 Е 25 
Нипвагу 
ао о. 5.4 1.1 0.9 6.6 2.8 4.1 
Са 4.0 —2.7 —1.8 4.7 —2.5 —1.9 
О) НИ с оорововос 8.7 1.4 0.7 13.3 10.0 10.8 
Са. 25.7 25.6 8.3 19.2 22.9 10.3 
Hydro and nuclear ..... —5.1 4.1 са. 10 16.2 25.4 1.9 
Poland 
о оо ee ene eee 3.4 4.2 4.1 3.8 4.2 5.0 
Со tee 3.2 3.5 4.1 Shi 3.0 95 
И р бор ово 11.3 4.5 8.9 14.7 9.3 15.8 
о о ео 20.2 30.5 3.0 17.4 28.7 6.8 
Hydro and nuclear ..... 6.7 15:7 ey 5 —14.0 эт _ 
Romania 
Total e@r ия flea! 6.3 3.2 10.0 8.7 5.5 
Coal is pict © ae ee ane 7.6 11.2 3.0 7.8 12.0 4.4 
Petroleumis бро ое шов 1.9 №2 1.8 5.9 8.8 5.6 
[ааа 13.0 7.4 Sai 13.2 1S 5.7 


Industry and energy 


я a a ee Tal aa SN Ee Не A 
р TABLE 3.13 (continued) 


iN re a ee se Se 


Apparent consumption 
Е 
1971-1975 


Production 
Е ee ee oe Se 
1961-1965 1966-1970 
Eastern Europe 
оные 3.7 3.0 
а Shr 2.2 
Petroleum к... 3.0 1.5 
Gast neh ne cg 12.2 ily) 
Hydro and nuclear ..... 8.5 5.9 
Soviet Union 
и он 7.5 5.2 
Coal epsom seen 2.1 1.0 
Petroleum: sae, ce eck ee 10.4 7.6 
Gases. a ee ОИ 23.0 9.2 
Hydro and nuclear ..... 9.8 10.5 
Eastern Europe and the 
Soviet Union 
SL Ota ae ee ее coho. 6.3 4.6 
EGTA list И. . 2S 1.5 
ее sneer ces 9.9 7.3 
Ва... 21.0 9.5 
Hydro and nuclear ..... 9.7 10.1 


1961-1965 1966-1970 1971-1975 
2:5 5.0 4.2 3.7 
1.7 3.5 1.8 1.1 
1.5 14.9 Я 8.7 
7.8 12.2 12.7 10.7 
15.4 10.8 15.7 1222 
5.5 6.6 5.0 5.4 
2.5 1.6 0.9 27 
6.7 8.6 TS 7.0 
7.8 23.1 9.3 7.3 
са 52 9.4 10.1 са. 2 
4.7 6.0 4.7 4.9 
2.1 2.4 1.3 1.9 
6.5 9.4 8.3 723 
7.9 21.0 9.8 7.9 
3.0 9.7 10.8 721 


Sources: World Energy Supplies 1950-1974, United Nations, New York, 1976. Some figures are secretariat estimates based оп the methodology used in the above- 


mentioned publication. 


Note; The figures in this table may differ from those found in national publications. This is mostly on account of different coefficients used to convert various sources 
of energy into coal equivalent. For the Soviet Union production of fuel from all sources (excluding hydro and nuclear energy) has been according to national estimates, 


as follows: 
In millions of tons of coal equivalent 


1965 1970 1975 
Total . 966.6 1 221.8 1 590.3 
of which 
Coal 412.5 432.7 490.4 
Oily. 346.4 502.5 701.8 
Gabe ees? x 149.8 233.5 345.7 
реа... 17.0 77 16.9 
Oil shale 7.4 8.8 11.7 
Wood . 33.5 26.6 23.8 


Annual percentage increase Percentage distribution 

1966-1970 1971-1975 1965 1970 1975 
4.8 5.4 100.0 100.0 100.0 

1.0 2:5 42.7 35.4 30.8 

ott 6.9 35.8 41.1 44.1 

9.3 8.2 15.5 19.1 21.8 

0.8 —0.9 1.7 1.5 1.1 

3.5 5.9 0.8 0.7 0.7 

—4.9 —2.2 3.5 2.2 1.5 


® These figures are incomplete because of the absence of full information on imports. 


The structural pattern of primary energy consumption 
continued to shift away from coal towards oil, and in a 
number of countries towards natural gas. In the Soviet 
Union, however, the shift towards oil and natural gas 
has slowed down perceptibly (table 3.14). 


According to the current five-year plan, aggregate 
production of primary energy (excluding hydro and 
atomic power) in the Soviet Union is to expand at a rate 
of 5.4 per cent in the years 1976-1980, reaching a total 
of some 2.05 billion tons of fuel in standard coal equi- 
valent. The growth of coal output (in tons) is to accel- 
erate from a rate of 2.3 to one of 2.8 per cent, and of 
natural gas from 7.9 to 8.5 per cent. By contrast, there 
will be a decline in the growth rate of the output of crude 
oil from 6.8 to 5.4 per cent. Taken together, the share 
of hydro-carbons (oil and natural gas) in total primary 
energy production is scheduled to increase from 65.9 per 
cent to around 70 per cent. According to some pronoun- 
cements, this will mark the limit beyond which no further 
shift will take place in the more distant future. 


Annual coal output is expected to rise from 701 million 
tons to 805 million tons 1975-1980. Around 60 per cent 
of the increment is to be obtained by open-cast mining 
with output by this method increasing by 27 per cent.” 
Development will start, during the plan period, of the 
huge Kansk-Achinsk deposits west of Lake Baikal, which 
will produce coal to provide fuel for the world’s largest 
thermal power station (6,400 MW) to be constructed 
nearby. Work will also begin on a similar project at the 
Ekibastuz coal fields in Kazakhstan. As in the case of 
Kansk-Achinsk coal, the long-term potential here lies 
in huge electric power stations constructed at the site, 
output of which will be transmitted at high voltage to the 
European part of the Soviet Union. 


The annual output of natural gas is scheduled to increase 
from 289 to 435 billion cu. m. 1975-1980, with net exports 


20 In 1975, 225.7 million tons of coal were produced by open-cast 
mining or 32.2 per cent of the total. The share is to increase to 
35.6 per cent in 1980. 
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TABLE 3.14 


Production and apparent consumption of primary energy sources 
(Percentage distribution total = 100) 


eee eee eee ne 
Production Apparent consumption 
ee ee 


1965 1970 1975 1965 1970 1975 


Albania 


Он. с 11.4 1:5 28.6 23.9 
ее № eS 82.6 81.7 ris 5.5 62-2 
GaSe ee RE same aes 3.9 4.9 ae 9.0 OF, 
Hydro and nuclear ....... Ds 2 ae 4.9 4.2 
Bulgaria 
а ae at ees ot ok: 95.0 91.4 93.3 72.4 57.4 52:2 
О о 2:5 3.0 т 26.0 40.1 40.9а 
а ибо оч И 0.7 3.9 1.3 0.5 1.9 4.1 
Hydro and nuclear ....... 1.8 ial 4.2 lei 0.8 2.8 
Czechoslovakia 
Оооо оо о es ccs 97.1 97.0 97.2 87.0 79.1 70.9 
о ое В 0.4 0.4 0.3 10.7 16.0 220 
а 1.7 2.0 1.9 1.5 3.4 5.7 
Hydro and nuclear ....... 0.8 0.6 0.6 0.8 5 as 


Coaltt ee eee es 99.5 97.5 86.8 95:3 85.1 69.0 
и. 0.2 0.2 0.1 6.4 13.0 18.0 
а eee Ns es coe Se, oes, 0.2 1.9 12.4 0.2 17% 12.4 
Hydro and nuclear ....... 0.1 0.3 0.7 0.1 0.2 0.6 
Hungary 
(Coal ween arp Oe eee 81.1 67.0 58.3 74.2 56.9 42.2 
О се. 12.3 Pal 13.4 19.3 27 A Sl 
емо пеар ии ов 6.5 19.8 28.2 5.9 14.6 19.4 
Hydrovand nuclear 2... «| 0.1 0.1 0.1 0.6 1.4 РЗ 
Poland 
О ee koe eee te бе 98.1 95.1 95.2 91.5 86.1 80.6 
Oil rete a ees ree ae 0.4 0.4 0.5 6.4 8.0 Sot 
Gases ет. 1.4 4.4 4.1 2.0 57 6.2 
Hydro and nuclear ....... 0.1 0.1 0.2 0.1 0.2 0.1 
Romania 
Coaleue wars ee eae ee 13.7 17.0 16.9 20.2 23.3 22 
Е О Lei ee 40.0 3.3 29.0 251 Sat 25.2 
Е ое 46.0 51.2 5 54.6 SES 51.8 
Hydro and nuclear ....... 0.3 0.5 1.4 0.1 0.1 0.9 


Coal Lethe ora tee. Goma ee 85.9 82.6 79.4 81.1 72.1 63.3 
Og. ee и 6.3 5.8 55 11.4 16.7 21.0 
с о ое US (ilo 14.4 ee 10.6 14.7 
Hydro and nuclear ....... 0.3 0.4 0.7 0.3 0.6 0.8 
Soviet Union 
Goalies eee rane oan whee 43.7 35.5 30.8 47.4 38.8 34.2 
О а. 38.4 43.0 45.5 32.4 36.5 39.3 
CaS оо В 16.8 20.1 22.6 19.0 23.2 25.3 


р. TABLE 3.14 (continued) 


ee ems sg SS en 


Production Apparent consumption 
1965 1970 1975 1965 1970 1975 
Soviet Union and Eastern Europe 

pest С 55.4 47.7 42.1 58.1 49.1 42.7 

a Se Gee ee aes 29.5 33.4 36.2 25.7 30.4 34.0 

OS cn Fas aa I BeBe oes: 14.2 17.8 20.7 15.8 19.3 22.2. 

Hydro:and посеаг....... 0.9 ИИ 1.0 0.9 1.2 Let 
Ie ee ee I ee eee 


Sources: As for table 3.13. 
в Data on imports are incomplete. 


expected to reach an estimated 40 billion cu. m. (up 
from some 7 billion in 1975). The bulk of the increase is 
to come from the West Siberian fields, where output 
is to rise from the present 38 billion cu. m. to 125 to 
155 billion cu. т. As mentioned in the Economic Survey 
of Europe in 1975, the Orenburg gas pipeline, connecting 
gas-fields located near the Urals with pipe networks 
starting in Czechoslovakia is due for completion in 1978. 
Other projects include the creation of an automatically 
controlled central pipeline network system linking some 
regional systems. 


The annual output of crude oil is to increase from 
491 to 640 million tons 1975-1980, representing an annual 
rate of growth of 5.4 per ceni. As in the case of natural 
gas, most of the increment in output will come from the 
West Siberian fields. Annual output from these fields 
is to rise from some 150 to between 300 and 310 million 
tons. It seems that the growth of net exports of oil and 
oil products will rise in line with the production of crude 
ous 

In Poland output of hard coal is scheduled to increase 
from 172 to between 200 and 210 million tons, and that 
of lignite from some 40 to 80 million tons ** between 
1975 and 1980 (table 3.15). Total primary energy output 
will increase at an estimated rate of 4.5 per cent, some- 
what faster than in the 1971-1975 period. However, in 
Albania and Romania, the two other countries which 
in the past quinquennium were able to expand production 
to a significant extent, growth will slow down, though 
both countries plan to double coal output. In Albania 
coal output accounts for about 10 per cent of primary 
energy production, and faster growth here will not 
compensate for slower growth in the output of crude 
oil, which accounts for the bulk of production. In 
Romania likewise, a more rapid growth of coal output 


21 Net exports of oil and oil products rose at a rate of 7.8 per cent 
in the period 1966-1970, and at a rate of 5.7 per cent 1971-1975. 
The former figure is identical to the corresponding one for production 
growth, whereas the latter is lower. 

22 As in a number of other countries, low calorie brown coal is 
increasingly to be used for the production of electricity. Towards 
the end of the plan period the first stage of the Beichatow power 
complex should be completed. The latter is based on lignite deposits 
with estimated reserves of 2 billion tons. When completed—by 
1985—the complex will supply an estimated 15.5 per cent of elec- 
tricity needs. 


will be outweighed by the fact that output of crude oil 
and natural gas will hardly increase. Total output of 
primary energy in this country will, it seems, increase 
at a rate of around 2.5 per cent as compared with a rate 
of 3.2 per cent in the period 1971-1975. 


A considerable change in trends in output of primary 
energy may be expected to take place in Bulgaria. 
Following years of decline, coal output will increase in 
this country from 27.9 to some 37 million tons. This, 
together with the expansion of nuclear power, should 
raise production of energy in terms of calorific content 
to a level of some 35 per cent above that of 1975—an 
annual rate of 6.2 per cent. In Czechoslovakia also, the 
plan calls for a significant expansion of coal output. 
Although all of the expansion will be in low calorific 
brown coal, total primary energy production may well 
increase at a rate of nearly 2 per cent per year—if 
output of nuclear-generated electricity is included. 


The German Democratic Republic and Hungary are 
the only countries in the area which do not envisage any 
large-scale expansion of coal output. In the German 
Democratic Republic, the rate of exhaustion of open- 
cast mining capacity is very high, and it has been stated 
that production capacity amounting to some 78 million 
tons will have to be replaced during the current five-year 
period. The output potential of operating mines will be 
expanded, but altogether coal output is expected to 
increase only marginally—from some 247 million to 
between 250 and 254 million tons. Although this repre- 
sents a reversal of the 1971-1975 trend it will not be 
enough to maintain—still less to increase—the growth 
rate of total primary energy production. Output of 
natural gas has now reached a maximum level (some 
8 billion cu. m. per year), and the planned expansion of 
output of nuclear power will not be sufficient to offset the 
effect of zero growth in gas output. In Hungary the plan 
foresees a halt in the decline in coal output, but no major 
new production facilities are to be opened up before 1980. 
Output of crude oil will also remain at the present level— 
some 2 million tons per year. Output of natural gas will, 
however, continue to expand and the growth rate of 
total primary energy output will be somewhat higher 
Гог the current quinquennium than it was for the 1971- 
1975 period. 


Although output of primary energy will rise more 
rapidly than in the past, the growth rate of consumption 
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TABLE 3.15 


Production of coal in eastern Europe 


(т millions of tons) 


1965 
Bulgaria 
otal yore est ee tener 25.04 
О А ОА 0.55 
о росе о 24.49 
Czechoslovakia 
а еее 100.10 
Ната и 27.76 
И аа ео с 72.34 
German Democratic Republic 
Total Stacie te Perera 253.10 
Hard vac. оо shagnes р 
пе есь 250.80 
Hungary 
ое 31.44 
Ната ско 4.36 
Неее 27.08 
Poland 
авось. 141.40 
Ната и 118.80 
ignite дер ооо ао ei 22.63 
Romania 
ое о wie aoe 10.29 
Hatdy.. oceania 4.66 
И neces 5.63 


1970 


29.25 27.85 са. 37 
0.40 0.33 
28.85 27192 
109.50 114.40 125 
28.20 28.12 28 
81.30 86.27 97 
262.50 247.20 250-254 
1.05 0.54 
261.40 246.70 
27.83 24.89 23.5-24.5 
4.15 3.02 
23.68 21.87 
172.90 211.50 280-290 
140.10 171.60 200-210 
32.78 39.87 80 
20.53 27.09 cay 54 
6.40 7.32 8 
14.13 19.77 46 


Sources: CMEA Yearbook 1976, plans and plan-fulfilment reports. 


will continue to exceed the growth rate of production 
in most east European countries. But even where the 
growth rate of output may catch up with that of con- 
sumption, as may be the case in Bulgaria, the increment 
in output will cover only part of the increment in con- 
sumption. The gap in absolute terms will widen, the 
balance being made up by imports. 

In the east European countries taken together primary 
fuel output rose in the period 1971 to 1975 at a rate of 
2.5 per cent, whereas consumption rose at a rate of 3.7 per 
cent. Between 1976 and 1980 production may be expected 
to rise at a rate of 3.0 per cent. The growth of consump- 
tion cannot be estimated with any degree of accuracy, 


but according to scattered pieces of information on 
planned imports and exports, a rough guess can be made 
that the national plans add up to a growth rate of some 
3.5 to 4.0 per cent per year. This would imply an increase 
from some 566 million tons of coal in fuel equivalent to 
some 675 to 685 million tons, with net imports rising 
from some 90 million tons to 125 to 135 million tons. 
Net imports of gas are scheduled to increase by some 
12 billion cu. m., the equivalent of about 15 million tons 
of coal. The rest of imports will be largely of oil and oil 
products, which on the basis of the above will have to 
increase to the level of some 80 million tons—up from 
61.3 million tons in 1975. 


4. INVESTMENT — TRENDS AND POLICIES 


(i) Introduction 


Levels of investment activity have tended to be main- 
tained at a high level throughout the period under consid- 
eration 11 eastern Europe. In every country of the region 
except Bulgaria the ratio of gross fixed capital formation 
to net material product increased in the period 1971-1975 
by comparison with the preceding five-year period, while 
it remained stable at a comparatively high level in Bulgaria 
(table 4.1). Chart 4.1 confirms, on the basis of annual 
data, an upward trend in the investment ratio for all 
countries except Bulgaria and the German Democratic 
Republic. On the other hand, the average annual per- 
centage change in the level of gross investment fell in four 
countries—Bulgaria, the German Democratic Republic, 
Hungary and the Soviet Union—in the latter by compar- 
ison with the former period. This reflects the general 
easing of rates of change of NMP and other key variables. 
Chart 4.1 does, indeed, show considerable parallelism 
between rates of growth of NMP and those of investment 
for particular sub-periods. Only in the case of Poland, 
where the rate of growth was pushed up through a special 
investment effort in the period 1972-1974, were rates of 
growth of gross investment in 1971-1975 significantly 
higher than they had been in 1966-1970. As far as the 
present five-year period is concerned, it does not appear 
that any country foresees a further significant rise in the 
investment ratio, and Bulgaria and Poland foresee a sig- 
nificant drop, in the latter case by some 5 percentage 
points. Correspondingly, planned rates of growth of 
gross investment on the whole continue the trend of the 
previous five-year period. 

The tendency over the period 1966-1975 was for gross 
incremental capital-output ratios to rise. The ratio 
remained at the same level in the German Democratic 
Republic, but fell in only two countries—Romania and 
Poland. These are the two countries that retain some 
basis for extensive development, and have been able to 
maintain, or very nearly maintain, double-figure growth 
rates (9.8 per cent in Poland and 11.3 per cent in Romania 
1971-1975). For the period 1976-1980 estimates indicate 
that capital-output ratios are generally expected to rise 
somewhat. 

What policy objectives lie behind these figures? Plan- 
ning authorities are clearly concerned that the proportion 
of national income devoted to consumption should be 
stabilized, and this reflects a policy position which, as 
will be seen later on, has sectoral as well as macro- 
economic implications. A no more than proportionate 
increase in the supply of inputs can be envisaged from 
the side of fixed capital. Against the background of 
increasing supply constraints in other fields, particularly 
with respect to manpower and raw materials, the sig- 
nificance of change-over from an extensive to an intensive 
pattern of development can be clearly perceived. There 
will be a tendency for capital to be substituted for labour, 
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particularly in countries like the German Democratic 
Republic and Hungary, where growth in the labour force 
over the present five-year period is likely to be very small, 
but subject to the economical use of capital itself. The 
exploitation of highly capital-intensive raw material 
projects such as those being implemented on a joint 
CMEA basis in Siberia will, however, place strains on 
the supply of capital, even in the context of more modest 
growth targets. The external sector offers a possible 
means of adjustment but here too long-term plans and 
agreements have reduced the scope for flexibility. A 
further element which may heighten tensions appearing 
as a result of policy on consumption is the build-up 
of savings deposits (see text table in section 5, p. 116), 
which means that effective demand for consumer goods, 
particularly consumer durables, may be increasingly 
difficult to limit through wages and salaries policy. For 
all these reasons planners in all countries are concerned 
to extract the maximum possible return from each unit 
of invested capital. Putting this into a more general 
form, investment efficiency is a central issue in all the 
plans. 


(ii) Trends and factors in investment efficiency 


Firstly, it is necessary to look more closely at the 
factors which may tend, ceteris paribus, to push up capital- 
output ratios in the medium term. 


In a number of countries, tasks of a regional/locational 
nature have been set which may have their full effect only 
in the very long run. In Czechoslovakia the capital city, 
Prague, is to be fundamentally reconstructed, while 
special attention is to be paid to environmental problems 
in the North Bohemian region. The share of the Slovakian 
Republic in total industrial production increased from 
24 per cent in 1970 to 27 per cent in 1975, with a significant 
structural shift in favour of engineering and chemicals. 
But the current five-year plan foresees a continuation 
of the policy of above-average rates of growth and of 
structural change in Slovakia, with industrial production 
growing by 43 to 45 per cent (32 to 34 per cent for Czech- 
oslovakia as a whole). As in the past two five-year 
periods, almost one-third of total investments will go to 
Slovakia. 

In Romania the ten least developed counties increased 
their share of industrial fixed assets from 12.6 per cent to 
27 per cent between 1965 and 1973," but the gap with 
respect to levels of industrial production per head between 
the most developed and the least developed county (not 
counting Bucharest) is still of the order of 11:1.° The 


1 М. Manescu, ‘‘The national wealth of Socialist Romania’’, 
in Revue Roumaine des Sciences Sociales, Série des Sciences Econo- 
miques, No. 2, 1975, p. 142. 

21. Salapa, “Territorial-economic structures and international 
co-operation” in Revue Коитате des Sciences Sociales, Série des 
Sciences Economiques, No. 1, 1976, p. 49 (in Russian). 
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TABLE 4.1 


Gross fixed capital formation, capital formation ratios and incremental capital-output ratios 
eee SS 


Gross fixed 
capital formation 


Billions of 
national 
currency 

Country and period units 

Bulgaria 

1966-1970 =: д. wines Syl 

1971-1975 een 4.3 

Plan 1976-1980..... 5.66.0 
Czechoslovakia 

1966-1970 ce ae 795 

1971-19755: о. 1 17, 

Plan 1976-1980..... 160.04 
German Democratic 

Republic 

1966-1970 ee ee 272 

19711975 ее 36.6 

Plan 1976-1980..... 48.3 
Hungary 

1966-1970 65.5 

ПО О не 114.9 

Plan 1976-1980..... 174.0 
Poland 

1966-1970 eee eae 200.4 

О TS te 383.8 

Plan 1976-1980..... 520-5284 
Romania 

966 O eee eee 66.2 

LOT UOT Sie neta 109.8 

Plan 1976-1980..... 200.0 
Soviet Union 

1966-1979 ее 70.8 

О oe veteran ie 100.3 

Plan 1976-1980..... 124.3 


Ratio of gross 


Average fixed capital Gross 
annual formation to incremental 
percentage net material capital-output 

change product ratio 
1235 35.1 4.0 
8.6 35.1 4.5 
5.4-6.9 30-32* 4.0* 
7.2 р 4.5 
8.2 33:7 5.9 
9.5 31-33 6.3* 
9.9 27.6 55 
4.1 28.7 5.3 
5-7 29.1= 5.8* 
b b 
11.66 32.9 4.8 
7.16 35.9 5.7 
4.7¢ 36.55 6.5* 
8.1 253 4.2 
18.4 36.4 Эл 
6.5-7.0 6 Wi UO Se I Ss 4.3-4.4* 
TES 28.8 3.7 
ARS 34.1 3.0 
ee, 33-34 3.1-3.3* 
Tes) 27.0 35 
6.9 29.9 52 
4.7 29.5-30.1* 5.7-6.8* 


Sources: National statistics; CMEA Statistical Yearbooks; plans and plan-fulfilment reports. 


Note: Unless otherwise stated, all value data in tables in this section are at current prices for Bulgaria and Hungary and 
at constant prices for all other countries; all data for Hungary are for the socialist sector; all figures in value terms relating 
to five-year periods are annual averages; all planned annual rates of growth are calculated on the basis of the previous five-year 


Period total. 
в At current prices. 
> At constant prices for the whole economy. 
© At constant prices. 


extent of emphasis on regional balance in the current 
five-year plan is reflected in the target of a 15 to 25 per 
cent rate of growth of industrial production for the less- 
developed counties, as compared with a corresponding 
planned figure for the country as a whole of 11 per cent. 

The general tendency in 1966-1975 was for the share 
of industry in total investment to fall, but this trend is 
to be reversed in the period 1976-1980 in all countries for 
which data are available (table 4.3). What lies behind 
these figures is, above all, the switch in emphasis towards 


raw materials and fuel production which has occurred 
throughout eastern Europe, as in other industrialized 
areas. But this development is intimately connected 
with the regional/locational factors discussed above, 
particularly in the Soviet Union. It is the presence of 
unique deposits of minerals and coal, and of a colossal 
hydro-electric potential, in the eastern regions of the 
Soviet Union that has conditioned the path of develop- 
ment taken for these areas. The theme of the Soviet 
five-year plan with respect to the eastern regions is the 
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CHART 4.1 


Changes in levels of NMP, gross investment, and in investment ratios 
Undices, 1965 = 100) 
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Nore. The apparent inconsistency between the gross investment schedules for 
Romania and the figures in table 4.3 is explained by the particularly low share of the 


material sphere in total gross investment in the base year, 1965. 
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development of a number of ‘erritorial-production 
complexes—Bratsk-Ust-Ilimsk (power/wood processing), 
Sayan (power/aluminium/engineering), South Yakutia 
(coal/power), South Tadzhikistan (power/aluminium/ 
chemicals), Noril’sk (nickel/copper/platinum) and others. 
Perhaps the best known is that based on West Siberian 
oil and gas, and the characteristic features of this project 
can be taken as illustrative of the general issues involved 
in the development of territorial-production complexes. 
The extent of deposits in West Siberia permits a scale 
of operations which must have a beneficial effect on 
current cost structures. At the same time, the largely 
virgin and often inhospitable nature of the area, and 
the special problems encountered in the part north of the 
permafrost line, where many of the richest deposits are 
located, mean that capital costs cannot but be high. 
In the middle Ob’ area 25,000 roubles’ worth of new 
investment in the non-material sphere is required for 
each new arrival. In the extreme north of West Siberia 
the figure is twice as high.? Again, there can be no 
systematic development in such a vast area without 
development of transport, and this is even more empha- 
tically the case with the complexes lying further east. 
Top priority is being currently attached to the Baikal- 
Amur line (BAM), construction of which will continue 
through the present five-year plan, and which, when 
completed, will help to open up the riches of Eastern 
Siberia and the Far East. In particular, the development 
of the South Yakutian territorial-production complex 
will receive a major boost when it is reached by a branch 
of BAM in 1979. But in transport construction too, 
rough terrain and permafrost conditions push up capital 
costs. 


The scale and pioneering nature of these projects has 
also created problems on the planning side, and the 
need to work out unified, centralized programmes, ет- 
bracing all stages of projects from design to construction, 
has been stressed. The burning-off of accessory gas will 
stop in Western Siberia only when the Tobol’sk oil and 
chemicals complex starts production in 1979. The diffi- 
culties facing the builders of BAM have been exacerbated 
by supply problems, particularly with respect to con- 
struction materials. Problems of organizational co- 
ordination have been tackled in some cases, for example, 
in that of the KAMAZ complex, by giving general 
responsibility for all aspects of the given complex, includ- 
ing infra-structural, to a single organization. It seems 
likely that within the present plan period a special central 
organ will be created with over-all executive power and 
responsibility in the field of territorial-production com- 
plexes,’ and this reflects a general trend towards a higher 
degree of central control in the investment field. 


Thus capital construction in the eastern regions of the 
Soviet Union is expensive, and could not be otherwise, 
given the natural conditions. But improvements in 
territorial planning would make it less so, and potential 
economies of scale, and the richness of the deposits 
involved, make for very low operating costs. The cost of 


3 Pravda, 20 March 1976, (Dey 20. 
4 Pravda, 14 July 1976, 19) 2 


extracting (by the open-cast method) Kansk-Achinsk 
coal, for example, is five to six times cheaper than that 
of extracting pit-mined coal.? To say, then, that the 
current emphasis on these projects is likely to tend, 
ceteris paribus, to push up investment rates and incre- 
mental capital-output ratios in the medium term is not 
necessarily to question their long-term efficiency. Rather, 
it puts into perspective the concern shown in other 
aspects of investment policy in the material sphere with 
lowering capital-output ratios, through raising invest- 
ment efficiency, the more so that emphasis within the 
non-material sphere is increasingly on housing, a form 
of investment highly capital-intensive, but likely to affect 
levels of productivity only in the very long run. 


RECONSTRUCTION, MODERNIZATION AND EXPANSION 
OF EXISTING CAPACITIES 


It is in the Soviet Union in particular that emphasis on 
re-working existing capacities has emerged as a major 
element in policy to increase the return on capital, 
with more than 92 per cent of the planned increase in 
production over the current five-year period to come 
from existing enterprises.° As can be seen from the text 
table on page 98, however, the current Bulgarian five-year 
plan also places very heavy emphasis indeed on recon- 
struction. The degree of stress placed on this aspect of 
policy, which is a form of “intensification”, is intimately 
related to level of economic development. Thus in the 
German Democratic Republic emphasis was_ being 
placed on reconstruction as early as 1966, while in 
Romania the emphasis even at the present time is not 
heavy. A Bulgarian estimate suggests that the share of 
construction and assembly work in total investment 
expenditures can be reduced to 20 per cent through 
reconstruction.’ The figures in the first two and final 
columns of table 4.2 indicate that this potential is far 
from being realized, though the general trend 1966-1975 
was for an increase in the “active” component in invest- 
ment. 


Problems do exist with respect to reconstruction, 
perhaps the most serious being the question of making 
reconstruction work sufficiently attractive to construction 
enterprises, and sufficiently well organized that it is 
completed in reasonably quick time. In the Soviet 
Union the current policy emphasis is on developing 
“complex”, i.e. large-scale, comprehensively planned 
reconstructions, and on including specific plans for 
reconstruction in the national plan,® another instance of 
how investment planning is tending to become more 
centralized. This brings up a much more general issue, 
and one that receives close attention in all the current 
five-year plan documents, namely that of the length of 
the investment cycle. 


5 Pravda, 17 December 1976, Dae. 
8 Pravda, 12 January 1977, р. 2. 


? М. Boicheva, “Current problems of raising investment 


efficiency’, in Jkonomicheski Mis’’1, No.4, 1976, р. 11 (in Bulgarian). 
_ 85. Kas’yanov, “On raising the effectiveness of investment’, 
in Planovoe Khozyaistvo, No. 11, 1976, pp. 74-75. 
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TABLE 4.2 
Fixed capital formation by type of capital good; output and foreign trade of capital goods industries 


(Average annual percentage change) 


rr re о he ta «7 ры арьжбонойьк 


aan и Percentage 
с fixed oreign trade Share т 
а ее то pipes Be eon бе 
Machi 
Construction Saad ae Seabird НЫ 
Country and period work equipment Construction industry Engineering Exports Imports equipment 
ЕВЕ м EE ee ee rie ee ee ees 
Bulgaria 
1966-1970 ..... 10.2 13.7 12.0 10.3 16.1 18.1 13.1 37.2 
1971-1975". S. 4.4 12.9 5.8 Иа 13.0 19.5 12.0 37.2 
Czechoslovakia 
1266-1970. 2. Ties Rie} 7.9 6.9 9.2 15) 9.0 38.1 
ЕО Seen. 7.8 8.8 8.2 6.6 8.4 10.3 16.1 38.8 
Plan 1976-1980... ый oe 6.2-6.5 7.0-7.3 8.2-8.6 
German Democratic 
Republic 
E9GG-1970 cies, 2 9.2 10.2 8.24 6.1 ol! 8.6 17.5 52.8 
1911-1975... 4.9 3.4 6.2а 7.0 7.4 12.3 RS 51.8 
Plan 1976-1980... as it 5.0 7.0-7.3 
Hungary 
1966-1970) 2 3. 2. ile ie 10.7 53 Tell US 11.6 41.5 
1971-1975“... 4.8 8* 5.4 51 7.8 18.1 16.2 42.7 
Рап 1976-1980... о 2% 5.5-6.0 5.25.5 6.3-6.7 
Poland 
1966-1970 3a... ES 9.3 de! 6.7 12.3 125 10.9 36.1 
9-19. ьь. 14.6 23.0 16.1 8.1 14.4 19.1 25.0 42.6 
Romania 
1966-1970 „...-., 10.5 12.9 11.5 13.0 15.8 15.5 12.9 38.2 
О О ею 8.0 17.0 7.0 10.0 18.1 14.4 И 43.5 
Plan 1976-1980... г 8 ee 9.1-10.0 11.9-12.6 


Soviet Union 


SGG- 1970 ass 7.0 7.6 7.4 8.5 11.8 11.0 oye 30.4 
VOTO TS acs as 6.5 ei, 6.0 7.3 11.6 19.2 13:2 31.4 
Plan 1976-1980... ae at oe? Ac 8.9 


nr nn nn UU Ea ytnI DI SIE nESEEESEEIEEEIID 


Sources and notes: As for table 4.1. 
® Including construction output of non-construction sectors. 
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Reconstruction, modernization and expansion of existing enterprises 
ioe ek pS ee ee 


As percentage of As percentage of total 
total investment industrial investment 


Country and period (Five-year average) (Five-year average) 
io te ORS SS ee ee SS ВЕ ЕЕ 


Bulgaria 
1971-1975 24.18 2.3 
Plan 1976-1980 70.0 
Hungary 
Plan 1976-1980 43.0 50.0 
Poland 
Plan 1976-1980 25.0 
Soviet Union 
1966-1970 60.2 
1971-1975 aA 64.8 
Plan 1976-1980 > 70.0 67.0 


Sources: National statistics, plans and plan-fulfilment reports, press reports. 
в Material sphere. 


REDUCTION OF GESTATION PERIODS 


Some of the five-year plans pose quite specific tasks 
in relation to this matter. The Bulgarian plan evisages 
a reduction in average gestation period for construction 
projects in the material sphere to 2 to 3 years, and for 
projects in manufacturing, agriculture, housing and 
amenities to 1 to 2 years. In the Soviet Union it is planned 
to cut unfinished construction as a proportion of the 
annual volume of investment to 65 per cent, and to push 
completions as a percentage of total investment up 
above 100, though, as the text table below shows, the 
highest figure achieved in this connexion in either 1966- 
1970 or 1971-1975 by any of the countries of the region 
was 95 per cent. 


Share of completed investments in total gross fixed capital formation 


Country and perlod 


Bulgaria 

1966-1970 . 87.4 

SPAS ISS 85.0 

Plan 1976-1980 100.0 * 
Czechoslovakia 

1966-1970 . 92.7 

1971-1975 . 94.6 
Hungary 

1966-1970 . 88.9 

1971-1975 . 9325 

Plan 1976-1980 93.0 
Poland ® 

1966-1970 . 93.7 

1971-1975. 82.4 
Котата 

1966-1970. 89.1 

1971-1975 . 85.5 
Soviet Union 

1966-1970 . 91.7 

1971-1975. 93.3 

Plan 1976-1980 105.4 


eS 
Sources: National statistics, plans and plan-fulfilment reports, 


> Вазеа on data for increase in stocks of fixed assets, which are not Strictly com- 
parable with figures for given fixed capital investment. 


Some improvement in this indicator was noted in the 
period 1971-1975, by comparison with 1966-1970, in 
most countries, with the significant exceptions of Poland 
and Romania where, as noted previously, extensive 
growth factors still operate with some strength. In 
Bulgaria, too, the indicator worsened slightly. The most 
significant improvement took place in Hungary, where 
the number of large-scale investments was cut in 1971- 
1975 from 81 to 44. But significant further improvements 
in the situation will be dependent on the success of specific 
policy measures. Before going on to a discussion of these 
measures, it is necessary briefly to review the background 
of the problem. 

In a period of extensive development, when investment 
rates are “forced”, аз a strategy for mobilizing un- or 
under-utilized sources, and when strong emphasis is 
placed on quantitative indicators for the same reason, there 
will be a tendency for the number of “starts” to be 
excessive, and for finishing to be neglected by construction. 
organizations. Looked at more closely, however, the 
situation takes on a more complex form, with cause and 
effect running both ways. A rise in the number of un- 
completed projects may induce an increase in the rate of 
investment in the attempt to raise the rate of completions. 
But “the change in the stock of incomplete investments 
is not simply a cause of growing investments, but also a 
consequence to a certain extent, while it may be a cause 
of the increments of investment in the next period. Every 
experience proves that a dynamic increase of investments 
is accompanied by a growing stock of incomplete projects. 
This is related to some extent also to the ‘absorptive’ 
capacity of the economy in a given period.”® 


At the most general level policy on gestation periods 
in most of the countries of the region has been oriented to 
concentration. As stated earlier, planning developments 
have tended to run in the direction of centralization as a 
means of rationalization. At the same time there has been 
an increasing tendency to introduce financial constraints 
and procedures into the lower levels of the investment 
planning process. This is calculated to reduce the inci- 
dence of “excess demand” for investment resources, and 
to make executive organizations less orientated to purely 
quantitative results. 


In the Soviet Union the first step, taken soon after the 
1965 industrial planning reform, was to introduce profit 
as a major plan indicator for construction enterprises, 
design organizations, etc. The emphasis since then has 
been on evolving an over-all indicator that would lay 
primary stress on completion of projects. By mid-1975 
more than two-thirds of total contractual basis (podry- 
adnyi sposob) construction work in the Soviet Union was 
being done by enterprises “оп the new system”.!° Bank 
credit remains a fairly minor, though growing, source of 
investment finance—5.2 per cent of total state invest- 
ments in 1976 and a corresponding planned figure of 
9.3 per cent for 1977!! but bank advances as a basis for 


9]. Berend, “Long-range development policy—interrelations 
between economic development and capital intensity’, in Acta 
Oeconomica, No. 3/4, 1974, p. 348. 

10 Ekonomicheskaya Gazeta, No. 23, 1975, jo 6% 


11 у. Е. Garbuzov, “The budget for the second year of the 
five-year period”, in Finansy SSSR, No. 12, 1976, р. 13. 
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financing ongoing work on projects are becoming 
increasingly important, permitting the gradual elimina- 
tion of the payment of advances to contractors by 
clients. In 1975, 41.8 per cent of total work handled by 
Stroibank was on the basis of payment for completed 
projects only.” The work of design organizations too 


is progra d fi izations 
by 19802 or full transferal to credit principles 


A more general aspect of policy which relates to this 
question is the progressive transferal of intermediate 
planning bodies to khozraschet. This development can 
be expected to curb the tendency to overbid for invest- 
ment resources on the part of intermediate planning 
bodies. Of more direct relevance to construction is the 
transferal of the Byelorussian Ministry for Industrial 
Construction on to khozraschet, though this experiment 
has been hampered by the continued coexistence of 
“old” and “new” indicators.14 


It may be expected then, that these various policy 
measures will, or will continue to, exert pressure on 
gestation periods, though the experience of Hungary in 
the early 1970s, when an increased reliance on financial 
controls and indicators was accompanied by an increase 
in the excess demand for investment, underlines the com- 
plexity of the issue. It has been argued that in the Hun- 
garian case the “‘insufficient separation of micro-economic 
from macro-economic decisions in the field of investment 
...caused the pressure of enterprises and industries 
on the central (functional) organs for investments to 
persist”.'° This may point to the key importance of 
general reform, through the ob’edinenie or similar 
systems, of the planning and management hierarchy. 


COST FACTORS IN INVESTMENT EFFICIENCY 


All the five-year plans aim to reduce the unit cost of 
investment and increase the degree of utilization of equip- 
ment. The German Democratic Republic plan aims to 
reduce idle time by 18 to 20 per cent, and in Hungary 
the scope and level of special rates for shift work are being 
increased. In the Soviet Union the shift coefficient is to be 
increased by 20 to 30 per cent. Attention is also being 
given to reserves of uninstalled equipment. At the begin- 
ning of 1976 above-plan reserves of uninstalled equipment 
in the Soviet Union came to 36 per cent of all equipment." 


Turning to the construction process itself, it is note- 
worthy that in the Soviet Union explicit targets for cost 
reduction are being set for building enterprises.’ The 
situation in the other countries may not be formally 
identical, but there can be no doubt that emphasis on 
reducing construction costs is an important policy 
element throughout eastern Europe. The September 


12 A. V. Brezhenko, ‘‘Mobilization of reserves in construction’’, 
in Finansy SSSR, No. 10, 1976, p. 11. 

13 Pravda, 13 February 1976, p. 3. 

14 Ekonomicheskaya Gazeta, No. 48, 1975, р. 9. 

15 K. A. Sods, “Causes of investment fluctuations in the 
Hungarian economy’, in Kézgazdasdgi Szemle, No. 1, 1975 
(in Hungarian). 

16 Brezhenko, op. сй., р. 13. 

17 Ekonomicheskaya Gazeta, No. 42, 1976, р. 9. 


1976 meeting of the Romanian Central Committee, for 
example, stressed that many projects have excessive 
dimensions and are excessively material-consuming. 
General reforms in the planning and management of 
design and construction, mentioned earlier in connexion 
with the drive to shorten gestation periods, will surely 
also have an effect on the costs side. Organizational 
departures at the enterprise level of construction, like 
the Zlobin method of brigade khozraschet, strongly 
emphasized in the Soviet Union and the German Demo- 
cratic Republic, and the general introduction of advanced 
managerial techniques like continuous planning, which 
15 receiving particular attention in the Soviet Union and 
Bulgaria, and is already well-developed in other CMEA 
countries, must likewise be expected to play an important 
role in keeping costs down. 


The success of these latter measures must, however, 
be ultimately dependent on improvements in the actual 
technology and material basis of construction. The 
aim in its most general form is the industrialization of 
construction, including complex supply and maximally 
economical utilization of the most advanced materials. 
As table 4.2 indicates, the rate of growth of output of the 
building materials industry has sometimes fallen behind 
that of the construction industry—dramatically in the 
case of Poland—and sometimes overtaken it, most 
clearly in the case of Romania. Table 4.4 shows more 
systematic emphasis for the period 1971-1975 on the 
building materials industry, with the share of industrial 
investment going to that sector rising by comparison 
with the previous five-year period in all countries except 
the German Democratic Republic. On the other hand, 
a comparison of the relevant data from tables 4.5 and 
4.6 shows that over the period 1965-1975 there was no 
general tendency for building materials to “catch up” 
in terms of fixed assets, in relation to other industries. 
The plan figures for output of building materials for 
1976-1980, in the cases where we dispose of them, are 
fairly ambitious, and in most cases higher than the 
corresponding figures for construction output. This no 
doubt reflects the intention to maintain, and perhaps 
intensify, investment flows into building materials. 
Table 4.7 shows a strong tendency over the past ten 
years for construction enterprises to become better 
equipped, particularly in relation to numbers of workers, 
and the same tendency emerges clearly from the capital 
stock figures. Nevertheless the construction sector 
remains unevenly equipped, and will no doubt remain a 
top priority for investment in 1976-1980. Finally, 
increased investment in this sector has tended to produce 
less than commensurate results in terms of output, and 
this may reflect the two-way nature of the relationship 
between organizational efficiency and level of technology. 


(iii) Sectoral trends in gross fixed capital formation 
and fixed funds 


In all countries except Poland and the Soviet Union 
the share of the material sphere in total investment fell 
in 1971-1975 by comparison with 1966-1970. (Table 4.3 
and chart 4.1.) This reflects the shift in emphasis towards 
social consumption which has been as strong, if not 
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TABLE 4.3 


Gross fixed capital formation by main sectors of the material and non-material spheres 


(Percentage distribution of five-year period totals) 
Total gross fixed capital formation = 100 


as a ИС le li a а 


Material sphere 
eee И Se EE EE See eee eee ee 
Country and period Total Agriculture Industry Construction Transport Other Total Housing Education Health Other 

Bulgaria 

1966-1970 ..... 78.4 17.0 45.9 3.1 9.2 pp) 21.6 9.5 3.8 — = 

1971-19 о 75.5 15.8 41.5 3.9 я 9.2 24.5 10.3 4.6 ; : 
Czechoslovakia 

1966-1970 ..... 73.6 11.9 39.0 У 19.9 5.3 26.4 14.6 4.2 1.8 5.8 

THAIS KEY co. asa 3 70.5 11.5 36.8 4.0 13.4 4.8 29.5 16.4 4.7 р 6.3 
German Democratic 

Republic 

1966-1970... 83.3 14.1 51.0 3.1 9.1 6.0 16.7 6:4.~) ан. 10.3.“ 

91-9. 82.8 12.6 53.4 2 9.2 4.9 17-2 TO.) ре О 
Hungary 

1966-1970 ..... 79.6 15.9 39.2 2.6 14.0 7.9 20.4 7.0 3.9 3.0 6.5 

ПОЛЮ 2 oe o 3 76.0 13.0 36.9 DS 12.8 10.8 24.0 9.2 4.7 92 6.9 

Plan 1976-1980... 76.0 12:2 997 De 172 9.7 24.0 
Poland 

966 оО 75.0 16.4 39.4 4.0 | i eo 4.0 25.0 15:5 3.8 1.8 3 

ИСО 5 “a 4 5 ae 78.7 14.0 43.8 5.1 11.4 4.4 213 13.0 2.8 A) | 3.4 
Romania 

1966-1970) 2... 86.4 15.9 52.6 4.1 10.8 3.0 13.6 5:3 2 1.3 4.9 

AIS ICE hen vans 83.5 14.4 50.5 4.7 10.1 3.8 16.5 9.2 1.8 1.0 4.5 

Plan 1976-1980... 85.2 И 58.0 3.4 oY 2.6 14.8 За ee 3.0 3.6 
Soviet Итопа b 

ISOS HO) въ a ee 65.2 17.0 35.6 3.4 9.2 = 34.8 URED ae te Re ae Ван 

ЕО 69.4 19.9 35.3 3.8 10.4 — 30.6 SU ee eee ве. 

Plan 1976-1980... о 39.4 16.1 


Non-material sphere 


SS 


Sources and notes: Аз for table 4.1. 


а Equipment of schools, hospitals, etc., excluded. Forestry included under Education/Health/Other. 
> Corresponding figures for total agro-industrial complex are, respectively, 23.2, 26.2 and 27.6. 


stronger, than that towards individual consumption. 
It is interesting, however, to compare these trends with 
those in fixed assets. In all cases the material sphere 
continued to increase its share of total fixed assets 
throughout the period 1965-1975. It is difficult to give 
a full interpretation of these figures. Differential scrapping 
rates may have something to do with them, but there is a 
strong suggestion that gestation periods are longer in 
amenity investments, so that a considerable proportion of 
investment in the non-material sphere in the recent period 
has not yet “shown up” in the fixed assets figures. A 
tendency for capital costs to exceed planned levels by a 
considerable amount in the non-material sphere may also 
be a factor. In Bulgaria, in the period 1971-1974, new 
homes were costing 9,050 leva each to build, as against 
a planned average cost of 6,550 leva.!8 


18 Ikonomicheski Zhivot, 2 June 1976, В. №, 


Turning to a consideration of the main sectors within 
the material and non-material spheres, it is noteworthy 
that for industry the tendency for the share of investment 
going to the sector to drop, 1971-1975 by comparison 
with 1966-1970, is not reflected in the fixed assets figures 
at all. To the extent that lags are a factor here there 
may, then, be a tendency for industrial fixed assets to 
respond sluggishly to the increased share of investment 
planned for 1976-1980. Turning to the switch in emphasis 
towards fuel and basic materials branches, which dates 
from 1973, it is only for the German Democratic Republic 
that the shift is evident in the 1971-1975 figures. The 
planned figures for 1976-1980, however, in the two 
cases where they are available, namely those of the Soviet 
Union and Hungary, indicate an adjustment of major 
consequence. In Hungary, a country traditionally poor 
in raw materials, almost 50 per cent of total industrial 
investment is to go into electricity, mining, metallurgy 
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TABLE 4.4 


Gross fixed capital formation in industry and by industrial branches 


Percentage distribution by industrial branches, total industry = 100 


Billions of 
national 
currency Electric Wood, 
Count nd period Chemicals, 
ry and perio units Dower Fuel Metallurgy Engineering Habe apap bee? НЫ и Other 
Bulgaria 
en Rad's ours 1.4 14.2 9.5 8.1 ial 15.7 5.0 4.2 6.0 9.6 10.6 
и 1.8 14.7 6.5 5.9 19.5 16.8 6.9 4.8 5.4 8.9 10.6 
Czechoslovakia 
о Е 30.2 ТЕ 9.9 10.7 Я 12.4 6.0 4.7 9.0 7.0 dies 
a VEGAS cane 40.5 121 9.7 7.8 18.3 117 6.6 5:7 8.4 eS 11.8 
German Democratic 
Republic 
aries Sey Ba В PANES 5.9 24.8 20.8 Ча 2s. 10:0 6.4 5.9 
ПЕС Sera. ve) 3 И ee 25.8. Byes WO 19.8 4:0 eee 11.60. 6.4 4.8 
Нипвагу 
1966-1970 ..... 26.1 12.5 14.5а 1:2 18.4 16.2 бб ИО ооо 9.7 0.9 
Set O TS see tes, 2 41.5 13.2 9.7а Hell 16.3 18.8 8:60 2 ees 1353 ee 12 о 
Plan 1976-1980... 69.0 и 
Раапас 
1966-1970 ..... 8.7 10.1 16.5 ПИЯ 19.0 15.9 6.0 3.9 5.9 8.7 28) 
1971-1975... 167.9 8.7 13.2 ТУЗ 23.5 10.5 6.3 4.0 7.6 10.6 DS 
Romania 
1966-1970... 33.1 14.7 16.2 13.6 14.6 13.8 By) 6.2 aL 6.5 4.0 
097 11975. 555 13.6 12.3 11.8 20.3 16.1 5.8 See бе 6.1 3.4 
Plan 1976-1980... 116.1 
Soviet Union 
1966-1970 ..... 1257 11.4 18.8 8.3 18.7 9.0 Su 4.9 4.5 8.5 10.2 
9-95 в... 177.0 10.1 18.5 7.8 21:7 9.1 Soi 4.8 4.4 7.8 10.1 
Plan 1976-1980... 244.6 12.9 19.7 П.Т 25.9 12.9 


Sources and notes: As for table 4.1. 

= Mining. 

b Electric power, mining, metallurgy and building materials. 

© Socialist sector. 
and building materials. (The corresponding figure for 
1971-1975 is 39 per cent.) In the German Democratic 
Republic about one-third of total investments, represent- 
ing about 60 per cent of total industrial investment, will 
go into electricity and raw materials production. In 
Czechoslovakia about one-third of industrial investments 
will go into electricity and fuel. In Poland the huge Kato- 
wice steelworks started production in 1976, and when 
it reaches full capacity will produce 42 per cent of the 
total steel output of Poland. It has been suggested that 
without this development Poland would by 1980 be 
importing 3 billion dollars worth of steel annually. 
As might be expected, coal will play a large role in Poland's 
fuel policy during the current five-year plan, and it 15 
interesting that as much as 70 per cent of investment 
outlays in this sector will be on modernization and expan- 
sion of existing pits. In Romania the giant Galati steel- 
works went into full operation in 1975 and its output 


will double over the period 1976-1980. As far as the 
Soviet Union is concerned the pioneering projects 
discussed earlier form the main element in the shift. 
Major raw material projects in the old-established indus- 
trial areas of the country include the Kursk territorial- 
production complex (ferrous metallurgy). 


It is more difficult to make generalized statements 
about other branches. Chemicals, often closely related 
to agricultural projects, will be a focus of attention in a 
number of countries, particularly the Soviet Union. 
The increased attention paid to this sector in the recent 
period emerges more clearly from the fixed assets than 
from the investment figures. Different sub-sectors of 
engineering may be singled out for special treatment in 
different countries, e.g. electronics in Bulgaria and 
construction equipment in Poland. No data appear to be 
available on projected investments in light industry 
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TABLE 4.5 


Fixed assets by main activities 
(End-year data) : 
Pe eet es ee eS ee ee 


Percentage distribution, total fixed assets = 100 


ee ee ee en ee, Se ee 
Country and year sg Total Agriculture Industry Construction Transport Other Total Housing Other 
Bulgaria 
NOG Swe о ate e bet 21.6 58.5 14.1 27.1 eS 14.1 1.9 41.5 30.0 11.5 
о ве 32.9 64.4 ie Sou, 129) 13.4 2D 35.6 23.6 £20 
LIAS ST > а а 48.1 67.6 12.4 36.3 Das SRT 2.9 32.4 19.9 12.5 
Czechoslovakia 
NOG Sammie es, toa aie” Sacks 1241.9 65.3 7.6 33.9 1.6 18.2 4.0 34.7 23.9 10.8 
iL AM, о ae eee Зи 1499.4 66.6 7.9 34.7 2.0 17.6 4.4 33.4 225 10.9 
аи msec И 1950.2 66.7 8.2 35.0 2.4 16.3 4.8 33.5. 21.9 11.4 
German Democratic Republic4 
Об amines Mans ae 392.6 55.4 71 33:2 12 10.2 Sia 44.6 
GODT Saree Soh SEE See sre 466.7 59.1 WE 35.9 1.6 9.8 3.9 40.9 
И wo oot A eee cs 576.9 63.6 8.1 39.8 1.8 9.7 4.2 36.4 
Hungary» 
а st cee orate 967.0 56.1 8.1 22) Oe 18.1 7.0 43.9 ag | 12 
О ое ee hee 12055 58.9 9.3 24.8 1.0 16.9 6.9 41.1 29.5 11.6 
а ae eae 1641.3 623 5 26.8 1.4 15.0 7.6 77 2651 11.0 
Poland 
IE Solace tes So вм. 3 218.0 54.5 15.8 24.3 1.2 Pet 2.1 45.5 32.2 133 
UOT OR ee ger Roe ie pean 4030.0 58.1 155 25.6 1.6 ТЕТ 4.3 41.9 29.2 Т2.т 
А р он 5'353:0 62.2 15.3 29.0 2S 11.0 4.6 37.8 25.5 1233 
Romania 
DG Sian kel he bao 5170 61.7 о ees Зе 12.1 2.4 38.3 
О р оо Е 757.0 68.5 12.6 39.8 12.8 53 31-5 
LUSH Rs eth.) Cane neti oe ee 1186.0 PO Иа Maar 44.8 ..... 12.5 3.4 2S 
Soviet Union 
NOG Sy ener ten aca een BS 600.0 59.9 12.8 21.9 2.0 13.8 3.4 40.1 26.5 13.6 
17 о ИУ 858.0 60:7 РЭ 29.7 225 13.6 3.6 38.3 23.8 14.5 
сое ee 1258.0 64.1 13.4 30.6 2.8 13.6 Shs 4) 35-9 Wes | 14.8 
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Sources and notes: Аз for table 4.1. 
з Figures are annual averages. 


> At constant prices for the whole economy. Data are for 1 January of given years. 


and light engineering, and there may be some question 
as to whether the need to concentrate on development 
of fuel and raw materials sectors may not make it difficult 
to release sufficient inputs to meet the demand for consu- 
mer durables. 

The share of total investment going to agriculture fell 
in all countries in the 1971-1975 period, compared with 
that of 1966-1970, except the Soviet Union. The already 
high rate of investment in agriculture and associated 
activities in that country is to be further raised in the 
coming five-year period, though once again the fixed 
assets figures suggest that this investment effort has still 
not had its full operational effect. Poland too, plans 
to place special emphasis on agriculture and food in the 
current five-year period, with investments into agri- 
culture and allied sectors to increase by 7 per cent per 
annum. 


In transport trends are mixed, but in Poland this sector 
has been accorded a very high priority indeed for the 
current five-year period. Almost 3,000 kilometres of 
railway line are to be electrified by 1980, a new rail 
container depot is to be completed at Szczecin in 1978, 
and a vast complex of works on the port of Gdynia and 
the Odra waterway are in progress, some with an horizon 
beyond 1980. In Bulgaria too, transport has been 
receiving special emphasis since 1971, though this has 
still to show up in the fixed assets figures. For the period 
1976-1980 three motorways are scheduled for construc- 
tion. Containerization is to be developed further, and 
it is planned that by the end of 1980 as much as 90 per 
cent of cargoes will be handled mechanically. It is 
interesting that no less than 75 per cent of total invest- 
ments planned in Bulgaria for transport in 1976-1980 
is earmarked for reconstruction and expansion. 
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TABLE 4.6 


Fixed assets by industrial branches 
(End-year data) 


т д рома 


Percentage distribution, total industry = 100 
Billions к 


of national Wood. 
currency Electric 006, 
Country and year units power Fuel Metallurgy Engineering oa el “apes Mee в мы Other 
Bulgaria 
aa SOO San os 5.8 15.6 12.3 9.0 11.1 8.2 6.1 5.2 7.6 10.8 14.1 
п. о 13.4 13.0 13.1 12-7 11.4 5.8 7.1 Е 10.4 9.0 
St une re ee 17.4 13.4 9.9 9.6 14.6 12.9 6.1 4.7 770) 3.8 12.0 
Czechoslovakia 
aa ee en к 420.7 10.7 12.6 14.5 18.1 5.9 3.9 3.3 7.6 6.9 16.5 
: Oper. eRe =. es, $20.4 10.6 12.5 14.5 18.1 6.8 4.3 9.5 7.8 6.6 S23) 
OT ни 683.0 11.0 11.7 12.9 18.5 WS 4.9 4.2 8.2 6.5 14.6 
German Democratic 
Republica 
Тб Aes oe 132.4 Cer ee Bec 5.7 19.0 И Bh ма ПЕ ое 6.9 9.2 
а си О oe 2319 omen 5.9 20.1 18.8 3.65) и: ТО eee el 8.7 
В се. 231.0 ен 5.7 2101 19.7 3.6 eee Oe 7.0 5 
Hungary» 
OG Su epee oon 214.2 
Oe een ek. ant 299.7 
о. 439.1 
Роапа® 
ре ес 661.0 12.8 18.3 10.1 16.0 9.8 6.7 4.4 УЗ 1.3 3.3 
оО. 968.0 12.8 16.7 11.0 UGS ПИЯ 6.0 4.2 6.6 10.2 3.3 
О". 1550.0 1122.8 13.4 11.0 20.9 11.3 5.5 4.0 Hell 10.5 4.0 
Soviet Union 
NOGS Pen srareterc<t 167.0 14.9 13.9 10.6 19.0 8.3 6.4 5.6 4.4 9.2 7 
О ао 254.0 17.4 ИЕ 10.4 20.0 8.9 57 5:1 4.6 8.0 6.8 
т en) ot wee 384.0 16.6 12.6 9.8 22 9.4 5.8 4.9 4.5 7.9 Wes 


Sources and notes: As for table 4.1. 

® Figures are annual averages. 

b At constant prices for the whole economy. Data are for 1 January of given years. 
© Socialist sector. 


As already noted, one of the key sectors involving the Dwellings constructed 
standard of living of the population, in the last five-year (Thousands ) 
period and even more so in the current, is housing, 
нЕ yer cy eS amplifies the data presented PY ey ig ли da a 
in tables 4.3 and 4.6. 

While house-building continues to proceed at a high Fy a ee 7 nee Pe, on 
absolute level in the Soviet Union, it is in the other еа5 Gopgsiovakia . | 235 ти eis ai 
European countries that the sector represents a particular German Democratic 
growth point. In Romania, for instance, additional Republic® ..... 297 385 400 550 
undertakings have been made to build 160,000 flats Hungary ....... 327 400 438 430-440 
over and above the planned total for 1976-1980. The Poland... .. ~~. 942 1 075 Bey 1575 


scale of the problem is indicated by the fact that the Romania” ...... 648 522 752 815 
share of housing in total fixed assets has continued to Soviet Union... . . 11333  11373* 11224 1331 
fallin all: countries for which data are available throughout. р РМ, р =Ф 


the period 1966-1975, and this is clearly the main element | т 
ы С li i th ot are of the а 209,000 existing dwellings were modernized in 1971-1976 (plan—115,000). 
in the tendency, discussed earlier, for the sn of Fe ee О 80 15 100,000" 


non-material sphere in total fixed assets to fall. iSeries ule. 


Sources. As for table 4.1. 
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TABLE 4.7 


Gross output and factor inputs in construction 


(Average annual percentage change) 


Gross 
Gross output Per employee oe 
Fixed Gross Fixed of fixed 
Country and period Plan Actual Employment assets output assets assets 
Bulgaria 
1966-1970 Ree e. eres eee 12.0 6.2 17.4 5:5 10.5 —4.6 
О и ое 5.8 0.9 2.2 4.9 тео —5.7 
Czechoslovakia a 
1966-197 OR ee ee ce Tee) 1.9 7.6 5.9 5.6 0.3 
LOT TTS TS in. eee a. 6.7 8.2 1.6 9.8 6.5 8.1 —1.4 
1996-19 6.2-6.5 В ane 
German Democratic Republic 
1966-е 7.0 8.2 3.4 10.3 4.8 6.7 —1.9 
1971-1975 vais one ee 5.0 5.1 0.7 thal 4.1 6.4 —1.9 
197 6-1 erat eeu eee 5.0 
Hungary’ с 
1966- 1970 р 10.7 8.4 ЕТ 21 3.0 —0.9 
LOT ALO TS erie nen eee 7.0-8.0 5.4 0.9 15.2 4.5 14.2 —8.5 
1976-1980... 5.5-6.0 
Poland 
1966 eee cece near 8.6 5.2 1.7 3.2 6.2 —2.8 
ПР, ооо вю В 13.9 6.2 16.9 TES 10.1 —2.6 
ПО 6- ПОЗ 7.4-7.7 
Romania 
1966-1970 Ve © ace ee NS 5.8 lee 5:5, 5.5 —0.2 
OTTO Sime awek a are 7.0 1.4 15.8 5.6 14.4 —7.6 
Soviet Union 
TSG 6-197 Oo о 6.9 7.4 4.5 11.8 2.8 О —3.9 
О a ine eg a 6.8 6.0 3.0 10.8 2.9 7.6 —4.7 
ПОЛОС 6 a 6 oe 6a ao He? : 


Sources and notes: As for table 4.1. 

в Only those employed on actual construction projects. 

> Based on data in constant prices, for the whole economy. 
с Building workers only. 


Though flats remain the dominant form, detached or 
semi-detached family houses are acquiring greater 
importance. In Poland, no less than 450,000 dwellings— 
almost 30 per cent of the planned total for 1976-1980— 
will be of this type, and 30,000 were built in the German 
Democratic Republic in the period 1971-1975. Individual 
or co-operative house-building is also gaining in impor- 
tance. In Poland housing co-operatives will build nearly 
900,000 homes in the current five-year period, including 
50,000 family houses. In the German Democratic 
Republic all 30,000 family houses built in 1971-1975 were 
financed by individuals or on the basis of state credits 
to individuals. In Hungary 289,000 of the dwellings built 
in 1971-1975—almost two-thirds of the total—were in 
the family-owned category, and the public borrowed 


almost 47 billion forints in connexion with the purchase 
of these. About half the dwellings to be constructed in 
Hungary in the current five-year period will be in the 
family-owned category. To the extent that home owner- 
ship develops further in the region as a whole it can be 
expected to be a factor affecting trends in levels of savings 


deposits. 
* 


In Albania the 1976-1980 plan foresees that total invest- 
ments will grow at an annual rate of 6.2 to 6.7 per cent, 
slightly more slowly than national income, for which 
the corresponding figure is 6.7 to 7.0 per cent. State 
investments will, however, grow at a rate of 7.4 per cent, 


Investment — trends and policies 105 
; wre a Samer Sis ss once ROMERO 


and this reflects primarily a high planned rate of invest- 
ment in state industry (8.6 per cent), though state invest- 
ments in the non-material sphere will grow even more 
tapidly—by 12.3 per cent per annum. The planned rate 
of growth of state investments is somewhat lower than 
the actual rate for 1971-1975 of 8.9 per cent, though 
that figure itself represents an under-fulfilment of the 
plan. It is also lower than the planned rates of increase 
of construction output in the state sector (8.2 per cent) 
and of output of the building materials industry (9.6 per 
cent). This would appear to indicate a concern to consol- 
idate the achievements of the last five-year period, and 
to strengthen the material base of investment. A modest 
annual rate of increase of productivity in construction 
of 2.3 to 2.5 per cent is planned (corresponding figures 
_ for industry 2.8 to 3.2 per cent). 


(iv) International co-operation in the investment field 


The scope for increasing investment efficiency is not 
limited by frontiers, especially within the CMEA area, 
and the intensifying development of various forms of 
co-operation has been a feature of the period since 1966, 
and will be even more so in the current plan period. 
Instances of co-operation fall into three main groups — 
those involving multilateral intra~CMEA co-operation, 
those involving bilateral шиа-СМЕА arrangements, 
and those involving co-operation with western countries 
and developing countries. The main instances of the 
first category are among the great raw material and fuel 
projects already mentioned. Examples of bilateral co- 
Operation are numerous. Perhaps the most striking 
examples are those involving the Soviet Union and Bul- 
garia. In the period 1976-1980 the number of joint Soviet- 
Bulgarian industrial enterprises will double, and the 


Soviet Union will deliver to Bulgaria 120 complete invest- 
ment projects. Hungary has signed a number of agree- 
ments with the Soviet Union on co-operation in the 
fields of coal mining, electricity, oil and engineering, 
and 1979 will see the first ore train to be able to cross 
the Soviet-Polish border without having to unload, after 
the completion, in 1978, of a bridge across the Bug. 
Nearly 40 per cent of total investment in engineering in 
Poland in the period 1971-1975 went to enterprises involv- 
edin CMEA joint ventures. Specialization in engineering 
is planned to deepen considerably in 1976-1980, with 
mutual deliveries of equipment and instruments due to 
double in volume for the CMEA as a whole. The CMEA 
International Investment Bank continues to foster the 
extension of these multilateral and bilateral links. Work 
on intra-CMEA standardization and unification continues, 
though a good deal remains to be done. 


Links with western countries take the form of both 
direct co-operation, and the purchase of licences. Trans- 
actions such as these sometimes place considerable strain 
on balance-of-payments situations and hard currency 
reserves, and the question has sometimes arisen as to 
whether domestic technology and industry might not be 
able to develop quite adequately themselves the products 
for which licences are bought. The very clear answer 
recently given by the Polish Minister for Engineering 
is that even in situations where domestic development 
is possible the purchase of licences saves time, saves 
expenditure on tooling up for research, and permits 
domestic technology to start developing from a higher 
ро. Co-operation with developing countries is being 
increasingly extended into the sphere of joint investment 
projects, and details of some of these are given in section 6. 


19 Zycie Gospodarcze, 26 September 1976, p. 2. 


5. INCOMES AND CONSUMPTION 


In the five-year plans for 1976-1980 great emphasis has 
been placed on a continuous and steady increase in the 
material and cultural well-being of the population. The 
prominence of this objective is underlined by the fact 
that in all the plans very detailed sections are devoted 
to broad social programmes. These sections include sets 
of measures embracing many aspects of the standard 
of living. In this connexion the aim of bringing closer 
together the levels of cultural, working and living condi- 
tions of the urban and rural populations has been partic- 
ularly emphasized. In addition, the main macro-eco- 
nomic proportions embodied in the plans call for closer 
integration of economic and social programmes. 


As will be shown below in quantitative terms, these 
objectives are related to further increases in real incomes 
and in financial outlays for social purposes, to a shortening 
of the working week, to a further increase in consumption, 
to a faster growth of turnover of services than in the 
case of retail trade, and to an improvement in housing 
conditions, etc. 


(i) Incomes and income policies 


A rise in real income per head of population is envisaged 
in all of the plans. Planned annual rates of growth aim 
largely to continue the trends of the previous five-year 
period (around 4 per cent). In cases where a slowdown 
is indicated, this can be partly related to the planned level 
of over-all performance of the national economy. Since 
increases in real income during the previous five-year 
period considerably exceeded the planned targets in many 
countries, lower planned rates for 1976-1980 might 
indicate a move towards restoring structural relations 
between increases in incomes and those in output. In 
Poland, the country with the highest rate of income 
growth in the period 1971-1975, the planned rate of 
growth of wages for 1976-1980 has been set at about half 
this rate. This will bring Polish trends closer to the 
general trend of the region (table 5.1). 


The planned abolition of wage and salary taxes in 
Poland, the further reduction of their incidence in Bul- 
garia and the Soviet Union, the abolition of taxation 
of pensions in Czechoslovakia, and the scheduled contin- 
uation of redemption of state internal loans in the Soviet 
Union will also increase take-home pay and purchasing 
power. 


As mentioned in the Economic Survey of Europe in 1975, 
the expansion of real income during the 1971-1975 period 
was more closely correlated than previously with rises 
in real wages, and with above-average increases in income 
from social funds (table 5.2), this reflecting increasing 
strains on supplies of additional labour. (Exceptions 
were Romania and, to a lesser extent, Poland.) These 
tendencies should continue in the current medium-term 
plan period. 


Total family incomes will increase more rapidly than 
wages, owing to a higher rate of increase in incomes from 
social funds, in some cases in collective farmers’ incomes, 
and also to an increase in the percentage of active mem- 
bers in families. Wages per wage- or salary-earner are 
planned to increase more slowly than real per capita 
income, with, the two rates of increase continuing to 
converge. 

Owing to the scarcity of labour, planners in most 
countries expect a deceleration in the rate of expansion 
of global employment (an almost constant level of 
employment in the material sphere, and virtually all 
increases in employment to go to the non-material sphere 
in the 1976-1980 period).' As a result, the share of the 
increment in income per head of population due to 
increased employment will further decline. This seems 
also to be one of the reasons why per capita income 
targets for 1976-1980 are slightly lower than those 
achieved in the previous five years. 


It was reported at the end of the previous five-year 
period that differences between the incomes of workers 
and those of co-operative peasants had been virtually 
eliminated in Bulgaria, Czechoslovakia and Hungary. 
This equalization of incomes has been accompanied by an 
improvement in working conditions, particularly through 
the increasing use of machinery and mechanization. The 
long-term objective of bringing the incomes of co- 
operative farmers close to those of workers has, then, 
been reached in these countries, and both types of incomes 
are to grow proportionately during the 1976-1980 period. 
It has been recently reported that increases in rural 
incomes similar to those in real wages are expected in 
Poland. 


For 1976-1980 incomes of the peasantry are expected 
to rise faster than real wages in Romania. Receipts 
from work on collective farms and on individual plots 
are to rise by 3.8-5.3 per cent annually, while the 
planned rate of increase of real remuneration of wage- 
and salary-earners is set at between 3.4 and 4.1 per cent. 
The gap between the two planned indicators is less pro- 
nounced than it was in the preceding five-year period.? 


The Soviet five-year plan for 1976-1980 envisages the 
steady overcoming of the economic, social and cultural 
differences between town and countryside. Collective 
farmers’ pay from work on collective farms will, accord- 
ingly, grow more rapidly than the average wages of 
wage- and salary-earners (by 26 per cent compared with 
17 per cent). Levels of pay on collective farms and state 
agricultural enterprises will also come closer to each 


Data concerning employment increases are scarce, but may be 
derived indirectly from labour productivity objectives, or estimated 
by extrapolation of past trends. 


2 During the period 1971-1975 the real earnings of peasants 
increased on a five-year average by 10.8 per cent, while real wages 
went up by 3.8 per cent. 
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Incomes and consumption 
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TABLE 5.1 


Real income and real wages 


(Average annual percentage change) 


Real income Real wages per Real 
ато? $ eal income Real wages per 
Period Population rf at пе а 
Bulgaria Romani 
О ото Я eS, © 6.0 52 ie 
Pee GTS ohn PN fa a 4.6-5.4 i у 
а a 58 28 В и 
926-1980 fac oud ween os 3.7 3.18 6.2-7.0 ree 1 
Czechoslovakia Soviet Union 
UI66-1970. . = 2. 6.1 
gee Ry cart. SOA re : 3.6 5.9 4.9 
[218031971 -1975:. 3. до. tex 4.1* 2.5-3.0а 5.4 3.7-4.1а 
а ae ee 4.5 3.4 44 
О 8 eee 2.5-2.88 3.9 a 


German Democratic Republic 


oy OT as ........: 4.2 
Planel а oe. 4.1 
ао 5.5 
Blane 970-1980 een eee on 3.9-4.2 
Hungary 
бо Ре. 6.2 
Ва и sake te Ро. 4.6-4.9 
ПОНИ, о Ane оса а Ae 4.6 
Piatt 9 бо оное: 3.4-3.7 
Poland 
b 
OX соо оао р 4.3 
Ра: у ен mie 
SMES Ti SMart ай, 9.6 


Plana OT 62U9 80) tary. atv ade tess int Se 


a 
4.2 7.1 5-7 
т 5.4 4.4 
3:7 4.6 3.4 
4.0 4.1 
Ukrainian SSR 
a 
3.5 5.9 4.2 
3.0-3.4 К 5: 
3.4 Bu 3.0 
2.7-3.0 35) 2.8 
2.1 
3.2-3.4 
ee 
3.0 -3.4 


Sources: National statistics; CMEA Statistical Yearbooks; plans and plan-fulfilment reports. 


® Average nominal wages. 
> Money income in real terms. 


other as productivity and working conditions are equal- 
ized. 


In the second part of the 1960s increased attention 
was devoted in the Soviet Union and the east European 
countries to redressing the relationship between wages and 
growth in productivity, with a view to eliminating cases 
where wage increases have outpaced rises in output. 
This policy is to be continued in the 1976-1980 period. 
Emphasis has also been placed on intensifying the incen- 
tive role of wages, salaries and collective farmers’ pay, in 
order to make them more dependent on the end results of 
production. At the same time, an increase in minimum 
monthly wages and a more marked increase in remunera- 
tion for lower and middle echelons is also planned. 
This should lead to a further narrowing of occupational 
wage differentials. 


In the Soviet Union the average wage per wage- and 
salary-earner is planned to increase by 17 per cent during 
the five-year period, and should reach at least 170 roubles 


per month in 1980. The increase in the incentive role 
of wages and salaries, particularly with regard to the 
acquisition of higher levels of skill, will be supported 
by projected improvements in the wage-rate system.® 
To support these aims, wider application of progressive 
forms of material incentives for increasing output is 
planned through the brigade system in industry and 
other branches, and through piece-rate pay, especially 
in construction and agriculture. The system of bonuses 
is also being modified in the direction of a closer relation- 


3 Before 1966 approximately 5 per cent of the wage fund in 
industry was being used for material incentives, but that figure had 
almost doubled by 1975. The average size of the material incentive 
fund in industry is 9-10 per cent of the wage fund. The use of 
material incentive funds has led to an increase in the size of the 
bonus element in average earnings, by 1973 to 16.3 per cent for 
industrial and production personnel, 15.2 per cent for workers, 
and 22.1 per cent for engineering and technical personnel (Y. 
Artemov, ‘‘The economic limits of material incentive funds’’, in 
Voprosy Ekonomiki, No. 8, 1975.) 
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TABLE 5.2 
Money income 


(Average annual percentage change) 


о ee ee 


Pensions and social benefits 
we and wage- Income from 
Country and period rad csi Tike income agriculture Total Pensions 
eet te eer i er se SS eer eee 
Bulgaria 
1966-1970 ее: tee 8.6 к ae Pe 
Йа [Sete ic cree, sone 6.9 6.0 ; : 
Czechoslovakia 
1966-1970: 3 eee ons 8.2 7.5 р Е _ ae 
1971-е. Dee 4.7 3.1 2 
German Democratic Republic 
19662197002 ee ae kee ee 4.0 3.6 ей 6.1 5:7 
Plan 1971-1975....... 4.0 at oe as a 
1971-397 Some ee а... 4.8 9.5 BR 7.8 6.9 
Plan 1976-1980......... 4.0 .. 
Hungary 
1966-197 O een orate 8.6 s& ohn a = Pe 
1971-19 ее. 8.7 hen 9.5 152 : 
Poland 
1966-Е 6.6 7.4 0.5 9.7 14.1 
Plan 1971-1975......... Tel! = а os a 
HEYA CHES hee соо a 13.3 13.6 12.8 14.2 13.2 
Plan 1976-1980......... 7.6 
Romania a 
1966-19 ike! 
ПСВ oes a poe eae b 10.8 = 
Plan 1976-1980. ........ 3.8-5.3 3.0-3.5 
Soviet Union 
196 6- ns eee ee 8.1 8.2 5.5 9.5 8.9 
ESTO TS Gee ee 6.2 6.3 3.3 Jae 8.0 
Byelorussian SSR 
1966-19708" eee 10.6 10.7 9.5 11.1 10.4 
AS7T-197Sas). tease oe 6.4 6.6 Sel 8.7 9.0 
Ukrainian SSR 
1966-1970. Yee 8.2 3.6 9.5 10.7 
1971 9 5.6 5.5 3.5 7.6 7.8 


Sources: Аз for table 5.1. 


Nore. Figures are for gross income, except for the German Democratic Republic, Hungary and Poland, for which they are for net income. 


» Income per active person from the collective and private agricultural sectors. 


ship to high work performance, and to the fulfilment and 
over-fulfilment of scientifically substantiated output 
norms. The extension of special pay differentials for 
personnel working in areas with difficult natural climatic 
conditions, and on jobs with arduous and unpleasant 
conditions, will continue. In a number of branches of 


industry the premium on pay for night work is to be 
increased. Length-of-service pay increments for wage- 
and salary-earners will be introduced in the Far East. 
(This had been established in the previous quinquennium 
for the areas of northern Europe.) The extension of 
regional pay differentials for workers and office employees 
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in the Urals and certain areas of Kazakhstan will con- 
tinue.* The process of raising the minimum wage and 
increasing basic wage and salary rates for personnel in 
the middle pay categories employed in branches of the 
non-material sphere will be completed during the current 
five-year period. This will mean an increase in the 
earnings of 31 million persons in education, health, 
culture, trade, consumer and communal services, etc. 
(The programme for increasing wages and salaries below 
a level of 90 roubles a month, combined with tax remis- 
sions and reductions, was carried out for material 
branches during the period 1971-1975.) A new stage will 
now also begin in the process of raising the minimum wage 
and basic wage and salary rates. 


In Bulgaria, wages and salaries based on quantity 
-and quality of work are to be the basic source of the 
increment in employees’ incomes. It is envisaged that in 
1980 average monthly wages will reach 170 leva, with a 
minimum wage level of 90 leva. To intensify the stim- 
ulating character of wages, a reform of the remuneration 
system will be implemented in the first two years of the 
five-year period. 


In Czechoslovakia the continuation of the wage policy 
based on the strengthening of the interdependence between 
work done and earnings is emphasized. The average 
monthly wage is planned to rise by 13-15 per cent, from 
2,375 crowns in 1975 to 2,700 crowns by 1980. Devel- 
opments in earnings of co-operative farmers should be 
similar to those in other branches of the national econ- 
omy. 


To increase the share of wages in total earnings in the 
German Democratic Republic the introduction of new 
basic wage rates is planned for 1.5 million wage-earners 
during the five-year period. This will be implemented 
step by step in the period 1976-1977, starting in the most 
important industrial branches such as fuel and energy, 
potash and ore, metallurgy and chemicals. Efficiency- 
orientated wage and salary increases are also planned 
for foremen and university graduates. The minimum 
wage is due to be raised, and wages and salaries in the 
middle pay categories increased as from 1976. 


Hungary plans to increase wages by about 3 per cent 
annually in real terms. The wage differential system 
will be improved through centrally directed wage 
increases. In several branches supplements paid to 
wage-earners working in continuous and three-shift 
systems will be increased. Special attention 15 to be paid 
to the wages of manual workers employed in large-scale 
enterprises. To avoid side-effects which had developed 
in the system whereby wage increases were closely related 
to enterprise performance, wages and salaries are now 
to be permitted, as from 1976, to rise to a certain level 
(1.5-2 per cent yearly) without regard to enterprise 


4 In recent years a number a decisions eo aes 
i i ial regional wage regulations: regional w effi 
Horses tablish for the Far East, Siberia, and the European 
North; benefits have been extended for personnel in the Far North 
and similar areas. (G. Milner and E. Gilinskaya, “inter-regional 
regulation of the living standard of the population’, in Planovoe 
Khozyaistvo, No. 1, 1975.) 


performance. In addition, central wage regulations will 
be applied on a wider scale with the aim of assuring 
commensurate wages in those sectors where wages cannot 
be linked to performance criterion, or where output can 
be expected to increase only at a slow rate. To prevent 
the development of unwarranted wage and salary dif- 
ferentials between the material and non-material spheres, 
it is planned that employees of enterprises and those of 
state-financed organizations should receive identical 
increases. The introduction of new wage tariffs is also 
expected in connexion with work done under difficult 
conditions or involving a high degree of skill. In harmony 
with the long-term objectives of policy on the standard of 
living—i.e. that relative differences between earnings 
should be moderated while differences in absolute terms 
should be increased—the higher basic wage rates will be 
increased more moderately than the lower.® 


In Romania an 18 to 22 per cent rise in real wages is 
envisaged for the 1976-1980 five-year period. By 1980 
average nominal pay will amount to about 2,400 lei (in 
December 1975 it was 1,975 lei). According to the direc- 
tives for 1976-1980, special attention will be paid, as 
in the past, to raising low levels of remuneration and 
ensuring an equitable and at the same time stimulating 
ratio between lower and higher levels of remuneration. 
This is in accord with the new law on remuneration, 
which entered into force on 1 January 1975. The spread 
between the highest and the lowest wage bracket, which 
was 12:1 in 1965, is to fall to 6:1 under the new law, 
through a faster rise of wage rates in the lower bracket. 


During the 1971-1975 period 64 per cent of distributed 
net material product went to consumption in Albania. 
In the same period real income per head grew by 14.5 per 
cent (a yearly average of 2.8 per cent), mainly as a result 
of increased employment. In connexion with measures 
adopted for further narrowing the gap between rural 
and urban incomes, real income per head in the towns 
increased by 8.7 per cent, while that in the countryside 
increased by 20.5 per cent. The spread between the 
highest and the lowest wage bracket further narrowed. 
Thus the ratio of the average wage of a worker to that 
of an enterprise director was reduced to 1:1.7, and that 
of the lowest to the highest wage brackets among workers 
to about 1:1.5. The directives for the 1976-1980 five-year 
period underline the need to consolidate the standard 
of living and to improve it in accordance with what is 
possible. The consumption fund will account for 65 per 


5 The planned wage increases (in nominal terms) are as shown 
below: 


Structure of wage and salary increases during the period 1976-1980 
by wage policy element 


Annual percentage 


Component of wage policy rate 
Centrally decided wage increases... .....-- 1.8 
Wage increases related to enterprise performance . . 3.0 
Guaranteed wage increases independent of enterprise 
perlormancer. erin ос oe es 
Wage adjustments to compensate for centrally decided 
PUSAN Gg G gecg 0 G0 2 dua 9 0 ae « 0.7 
Total gee er a Pe Monat yy Te 7.0 


Source: Gazdasdg, March 1976. 
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cent of distributed net material product, with priority going 
to the social consumption fund. On this basis, real per 
capita income of the population in 1980 will be 11 to 
14 per cent higher than it was in 1975 (this will mean a 
2.1 to 2.7 per cent annual average increase). Further 
measures will be taken to narrow differences between 
town and country, and between the incomes (wages and 
salaries) of various categories of employee. In con- 
nexion with this latter aim, a decision has been made 
to reduce the wages of better paid categories and to im- 
prove the balance of the remuneration system. 


Increasing attention is being paid throughout the 
region to the social consumption fund аз a tool of re- 
distribution and equalization of incomes. (As in the past, 
taxation of the population will play only a marginal 
role in income re-distribution, and measures will be 
designed to abolish and reduce the tax burden.) 


The information in the text table below indicates that 
social funds will play an increasing role in the implemen- 
tation of the policy of narrowing the income gap between 
families with different numbers of dependants.® 


Social consumption funds 


(Average annual percentage change) 


Plan 


1966-1970 1971-1975 1976-1980 
Bulgarias о ке 9.0 7.4 6.2 
German Democratic Republic. . 6.1 YS) 5.2-5.5 
ROMANIA qehe а о 10.0 90а 8.5 
Soviet Union. = 6. 2 | - 8.8 al 5.4 


Sources: National statistics; plans and plan-fulfilment reports. 


Note: Basic figures are at current prices, and include all transfer payments. and 
payments in kind from the state budget. 


в Annual percentage change of five-year average over the previous five-year average. 


In 1975 social consumption funds accounted for about 
one-third of total income in Czechoslovakia and in the 
Soviet Union, and for more than one-quarter in Hungary. 
Their share in relation to produced national income was 
about one-quarter in the German Democratic Republic. 
During the period 1976-1980 budgetary expenditures on 
social consumption in Czechoslovakia will increase by 
more than 29 per cent. Over the five-year period the 
average amount of social consumption per person will 
increase by about 1,600 crowns to 8,000 crowns. A total 
amount of 207 to 210 billion marks is earmarked for 
spending on social funds in the German Democratic 
Republic during the period 1976-1980, which will mean an 
increase of 46 to 49 billion marks (29 to 31 per cent) over 
the previous five-year period. For a family of four, 
this will mean annual receipts of 8,160 marks by 1980 
(corresponding figure for 1975 6,480 marks) in terms 
of transfer payments and services and benefits such as 
education and medical care, etc. In Romania annual 


8 In Hungary differentials in incomes of wage-earner families are 
due only to the extent of one-third to differences in wages. Two- 
thirds originate from differences in numbers of dependants (Figyelé, 
2 June 1976). | 


social fund expenditures per family are due to rise by 
50 per cent, from 7,400 lei to 10,900 lei by 1980. In the 
Soviet Union payments and benefits to the population 
from social consumption funds will increase by 27 billion 
roubles (30 per cent) during the period 1976-1980, and 
will reach 117 billion roubles by 1980. 


Family allowances will continue to grow as a proportion 
of total expenditures from social consumption funds 
in the period 1976-1980, which should improve the 
income position of families with large numbers of depen- 
dents. These measures are also designed to support popu- 
lation policy objectives. The institution of a child care 
allowance has already been introduced in Czechoslovakia 
and Hungary.’ Similar allowances are to be established 
in the German Democratic Republic, the Soviet Union, 
and, in a special form, in Poland. In Czechoslovakia 
allowances to families with children are expected to grow 
by 14.5 per cent during the five-year period, most of the 
increase to be accounted for by higher family allowances, » 
which will total 11.5 billion crowns in 1980. Social 
security payments are planned to go up faster than 
earned incomes in Hungary. The level of child care 
allowance will go in step with increases in average wages 
(which means that they will remain roughly equal to one- 
third of the average wage). 


In most countries improvements in pension schemes 
have been announced. In Czechoslovakia and the German 
Democratic Republic measures due to go into force in 
1976 will raise almost all pensions. The safeguarding 
of the real value of pensions (especially in the case of 
those in lower brackets) is among social policy objectives 
in Hungary (pensions automatically increase by an 
annual 2 per cent). With a view to the gradual equaliza- 
tion of the pension rights of co-operative farmers and 
wage- and salary-earners, the retirement age of the 
former will be reduced by one year every year from 1976 
until 1980 (from 1980 a uniform retirement age of 60 for 
men and 55 for women will be established throughout 
Hungary). One basic aim of the long-term programme 
of social benefit payments in Poland—started in 1974 
and to proceed by stages up to 1980—is to reduce the 
gap between the living standards of employed and retired 
people. To reach this target, retirement benefits and 
pensions are to be increased by more than 40 per cent 
in the period 1976-1980. Romania plans to increase the 
level of pensions by 15 to 16 per cent in real terms during 
the period 1976-1980. Within the framework of the 
development of the social security system, the minimum 
old-age pension will again be increased in the Soviet 
Union. The process of bringing social security arrange- 
ments for the collective farm peasantry closer to those 
for workers and office employees will continue. 


: This is paid to mothers who stop work in order to care for 
their children at home (up to two years of age in Czechoslovakia 
and three years in Hungary). 


8 In the German Democratic Republic a comprehensive pro- 
gramme of measures relating to social welfare and remuneration 
has been adopted for the period 1976-1980, including provisions 


ive the level of pensions. (Neues Deutschland, 29-30 May 
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‚ Опе of the consequences of the implementation of the 
above-mentioned social policy measures will be a further 
narrowing of family income differentials. Concrete 
information оп expected changes in income distribution 
has been given only in the cases of Czechoslovakia and 
the Soviet Union. By 1980 over 60 per cent of house- 
holds are to have a level of average annual per capita 
income in excess of 15,600 crowns in Czechoslovakia. 
The number of households with annual per capita 
incomes of less than 12,000 crowns will be reduced to 
less than 10 per cent of the total. In 1970, 41 per cent, and 
in 1975, 23 per cent of households had belonged to 
this group. Families with per capita income of less than 
8,500 crowns which in 1970 represented 13 per cent of all 
households, will disappear. In the Soviet Union average 
monthly income will exceed 100 roubles for half the 

А by 1980 as compared with only 4 per cent 
in . 


In most of the countries of the region provisions for 
a further shortening of the working week have been 
announced, but only in the German Democratic Republic 
and Romania have details been published. In the German 
Democratic Republic a gradual transition to a 40-hour 
week has been decided upon, cutting daily worktime, 
while continuing to work five days a week. From 
January 1977 workers who do regular shift work will 
receive an additional three days’ paid leave. The five- 
year plan also envisages the extension of leave for all 
workers by at least three days from 1979. In Romania 
measures concerning the shortening of the working 
week (to a 44-hour work-week) will be introduced 
gradually, to be finalized in the first part of the next 
five-year period (in 1982). As a result of these measures 
55 per cent of the total number of wage- and salary- 
earners will work a shortened working week by the end 
of the 1976-1980 period. 


(ii) Consumer price policy 


No changes from previous years in price policies have 
been announced in the plan documents of the Soviet 
Union and the east European countries. The continuation 
of the policy of maintaining consumer price stability is 
stated as an aim in the plans of Bulgaria, Czechoslo- 
vakia, the German Democratic Republic and the Soviet 
Union, and this policy will be supported, as in the past, 
by budgetary subsidies.’ According to the Soviet plan 
guidelines security of real incomes is to be guaranteed 
by the maintenance of stable state retail prices for basic 
foodstuffs and other consumer foods, and price reduc- 
tions on certain types of goods, as the necessary condi- 
tions and commodity resources are created. Changes— 
mainly reductions—in retail prices for some products and 
charges for some services have been announced, to 
take effect from 1977. 


Some degree of price flexibility, which has been a 
characteristic of policies followed in recent years by 


9 In 1975 subsidies on consumer goods amounted to 10 per cent 
of national income in the German Democratic Republic | and to 
7 per cent in Poland. To keep milk and meat prices stable 19 о 
roubles were spent on subsidies in the Soviet Union in 1975, 
amounting to 5 per cent of national income. 


Poland and: Romania, and since 1968 by Hungary, can 
be expected to continue to be a policy element for the 
period 1976-1980. In all three countries, however, con- 
sumer price levels will remain under general control, 
and the income effects of consumer price adjustments 
will be mitigated by compensatory increases in wages 
and salaries as well as by social transfer payments. (Past 
developments are given in table 5.3.) 


In the Hungarian consumer price system, a number 
of disproportions have accumulated with time. Some 
of these were created a long time ago, while others are 
associated with changes in relative world market prices. 
A 10 to 15 year programme for the adjustment of consu- 
mer prices to cost relatives was announced in 1968. The 
1971-1973 price measures were steps in this direction. 
Prices of foodstuffs and services are still, however, set 
at levels which do not cover full costs. As part of the 
long-term programme, the adjustment of consumer 
prices to production costs will continue in the period 
1976-1980. The planners have made allowance for a 
cumulative 19 per cent increase in consumer prices over 
the whole quinquennium.'® The practice of linking 
consumer price increases to rises in income supplements 
as compensation for centrally decided price adjustments 
will be maintained, thus ensuring the realization of the 
planned growth of real wages and real incomes. To 
keep consumer price changes within planned limits, strict 
price control and measures to prevent unjustified price 
increases have been decided on. 


Under the price law of 1971, which among other things 
allows for external price trends to be reflected in internal 
prices, some further price adjustments can be expected 
in Romania during the period 1976-1980." The directives 
emphasize the aim of keeping prices within plan provi- 
sions and, on this basis, of ensuring the steady growth 
of purchasing power. There is a 5 per cent gap between 
planned levels of increase in average nominal wages and 
real wages (according to the directives for the 1976-1980 
plan), which probably means that an accumulated 5 per 
cent increase in retail prices has been assumed for the 
five-year period. 


No final decision has been reached on price policy 
ineasures in Poland. The necessity for some price 
adjustments, especially in the field of food products, is 
well known and has been frequently emphasized recently. 
Food prices, which have been frozen since 1971, are dis- 
proportionately low, and do not cover costs. Subsidized 
consumer prices of food cost the State over 100 billion 
zlotys а year,!* and deflect consumer demand towards 
these goods, in particular towards meat and meat prod- 
ucts. The increasing gap between subsidized retail 
prices and purchase prices, which will further increase 
in 1976, indicates the need for change in the structure 
of prices. 


10 Gazdasdg, March 1976. 

11 The law defined such basic elements of price policy as the 
maintenance of a centrally determined and controlled price system, 
and the protection of consumer prices from the effects of foreign 
inflation. (Law on prices and tariffs; Scinteia, 2 December 1971.) 


12 Trybuna Ludu, 25 June 1976. 
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TABLE 5.3 


Consumer price index 


(For 1970, 1965 = 100; for 1975, 1970 = 100) 
ee БЕ а Иа Е а Е 


Country and period Total 

Bulgaria 

19705. ет 103.4 

оба eee 101.0 
Czechoslovakia 

TOTO teers te comers 108.7 

VOUS serie wes eines ees 100.5 
German Democratic Republic 

197 Our nce eet ey ae ein 99.8 

а а бое 99.5 
Hungary 

1970.5 ее 104.0 

LBW bin eens и не. 114.6 
Poland 

L970 eee. eh eee 107.0 

р КОРЬ, о kee 113,3 
Коташа 

1970 AM, те. =”. 

оо О 102.6 
Soviet Union@ 

LO TOKE Abs eae Е 99.7 

LOTS Re. aks ica ais ene 99.6 
Ukrainian 55Ка 

Рамы с 100.0 

ПО а ое 100.0 


Food Non-food Services 

107.4 100.3 

102.8 99.6 

103.7 113.4 118.2 
ВЯ 100.4 101.6 

101.0 98.2 100.1 

101.2 96.7 100.7 
а а 

105.4 102.4 111.3 

114.0 117.0 15 
b 

106.3 102.7 117.3 

110.5 11321 111.4 

с 

105.5 108.3 

100.3 99.4 

100.9 98.0 

101.3 99.2 

101.3 98.4 


Sources: National statistics. 


в Retail price index, Data refer to the state sector in Bulgaria, and to the state and co-operative sectors in the Soviet Union. 


> Excluding alcoholic beverages. 
© Rent only. 


(iii) Consumption, retail trade and services 


The rate of expansion of consumption set in the 1976- 
1980 plans is only marginally lower than that of expansion 
of net material product for the majority of countries, and 
higher in the Soviet Union and probably in Poland 
(table 5.4). 


The faster rate of growth planned for consumption 
than for net material product in the Soviet Union repre- 
sents a planned shift from accumulation to consump- 
tion.’* A 5.3 per cent annual average increase in consump- 
tion over the five-year period is to be accompanied by a 
3.6 per cent rate of growth in accumulation funds. The 
proportion of the consumption fund to distributed net 


13 The extent to which such a shift can be implemented depends 
on a number of factors. (See Economic Survey of Europe in 1971, 
United Nations, New York 1972, part 2, chapter 3.) 


material product is planned to increase from 73.5 per 
cent to 75.0 per cent during the five-year period. In 
absolute terms this will mean an increase of nearly 
76 billion roubles, almost 12 billion roubles more than 
the increment during the previous quinquennium. No 
figures have been published relating to the development 
of consumption in Poland, but on the basis of data 
on supplies of goods to be available to retail trade and 
services, and given the planned reduction in the gross 
investment ratio, a slightly faster planned rate of increase 
in Consumption than in national income can be supposed. 
The necessity of redressing the balance of external 
economic relations and of counter-balancing the effect 
of worsening terms of trade may be among the reasons 
for the slightly lower planned rates of growth for con- 
sumption in comparison with those for net material 
product in the German Democratic Republic and in 
Hungary (both countries are planning a 3.9 to 4.2 per 
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TABLE 5.4 


Total consumption; personal and social consumption 
(Average annual percentage change) 


Consumption Consumption 
ый Е 
Period Total Personal Social Total Personal Social 
Bulgaria Romania 
1966-1970 ... 7.1 
Sur АА : Gi 
Pian 19791975... ...-. к к a ae 
Weis > eo. 71 A т й 
Plan 1976-1980........... , ae = 
Czechoslovakia Soviet Union 
0966-19... 5.5 5.4 57 7.3 5.9 9.8 
Plan 1971-1975........... he 51 г 7.0 4.7* 8.4* 
ВОО, р ts... №. 5.3 4.8 6.8 6.2 5.0 7.8 
Plan 1976-1980........... ee 5.3 4.4* 6.4* 
German Democratic Republic Byelorussian SSR 
E966-1'97 OR wre OS ee 4.7 4.4 7.4 
Pian 971-1975 есь... 3.9-4.2 4.1 = She т 
ео wie 5.4 5.1 7.9 10.1 9.7 10.7 
Е аи 1976-1980 ec 3.9-4.2 8.8 6.5* 12.5 
Нипватуа Ukrainian SSR 
MOG G19 TO mee ie coc де 46 62 6.0 8.3 6.8 
А О. . 5.6* - ae 6.3 
ИСУ ashe hs Cee tw os 8 51 5.1 5.6 4.0 a on 
Pia 97/6-1980' wie sc cee ss 3.9-4.2 5.8 5.5% 6.9* 
Poland 
ES6G-1 97 OMe sense ew ese 55 5.0 8.5 
Blam еее г т в 
ТОТ: ВО а... 8.7 8.5 9.8 


Sources: As for table 5.1. 


з Data for personal consumption refer to consumption of the population. Data for social consumption refer only to the consumption of material goods by institutions 


meeting the collective needs of the community as a whole. 


cent annual increase in consumption and a 5.0 and 
5.4 to 5.7 per cent annual increase in net material prod- 
uct). The less rapid planned rate of expansion of 
consumption than of net material product in Romania 
is related to the fact that an increased investment ratio 
is planned. However, there will be an acceleration 
in the rate of growth of consumption, from over 7.5 
to 8 per cent. 


In line with rising consumption levels, the structure 
of aggregate consumption will undergo some changes. 
Consumption of food, while rising in absolute terms, 
will continue to decline as a proportion of total con- 
sumption. Within food consumption the relative shift 
from starches to protein, to vegetables and fruit, will 
continue. Especially ambitious targets have been set in 
Bulgaria, where per capita consumption of meat is to 
increase by 24 per cent, of milk by 26 per cent, of eggs 
by 37 per cent and of fruit by 60 per cent. A considerable 
increase is also envisaged in per capita consumption of 
vegetables and fruit in Hungary and the Soviet Union. 


In other respects the figures indicate a continuation of 
past trends (table 5.5). 


In all countries which give a breakdown of retail 
sales into food and non-food products, non-food sales 
are to expand faster than those of food. The degree of 
the shift varies, however, between countries. In the 
German Democratic Republic the growth of purchases 
of industrial goods is to be almost twice as fast as that of 
food purchases. This represents a continuation of the 
trend which began in the second half of the 1960s, and 
became more pronounced in the last five-year period 
(table 5.6). 

In Albania the volume of retail trade increased by 
35 per cent during the 1971-1975 period, while retail 
prices remained stable. The volume of retail trade is 
expected to be 22-25 per cent higher by 1980 than it was 
im) 1975; 

The volume of consumer durables available to house- 
holds had already reached a high level (except for motor 
cars) by the end of the last five-year period. According 
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TABLE 5.6 


Turnover of retail trade and services 


(Average annual percentage change) 


ИС АЕ et ek BOR OU Ott Oe IES Ser aA OER 


Country and period 


Bulgaria 


1966-1970 
1971-1975 


Czechoslovakia» 
1966-1970 


Poland 


ИС ae eS we CE SE. 
ап кое. Bite areata Lees 
ROGESNOTS OR, Semen yee eter ile 6 
Planieli9 7629 80ers stats Aes ae es 


Romania 


OGG ЮО а ое Вань 
| id Ere uh 7 AS о ре ыы" 
О и Ae omen eer 
Platte 9 G-U 9S Orenese еее; 


Soviet Union 


Об A cae. ately ee «Oe 
Plariedi9 С сре onc) ee shakers 
ПОД iee porter cea tere cenats «hua 1G 
Pinel 976-1980 css ds tence: oes 


Byelorussian SSR 


IGISSaNCTAUS Ss Fs pos cee oy o uo 
Plant U9 5 ое лы. 
С ео оке rT 
ib WGI) oe peo fh paid о ВВ oe 


Ukrainian SSR 


UOG6G219'7 OW sree. uss aeners fo om ey 
Plan L979 755. о по eet ве е 
ПО с: ее 
Plan 1976-1980............. 


SS 


Sources: As for table 5.1. 


Note: Unless otherwise indicated, figures for turnover of retail trade are at constant 
prices; data for services are at current prices. 


= Industrial services only. 
b At current prices. 


Ve PALM OY CAB Ctl ey Tes 


Te PC CIC alr wil gr TN ee Fo 


Sr re Patel es Sure er eras, ae чо 


Retail trade 
Total Food 
8.6 6.3 
7.8 6.6 
7.0 
7.9 5.3 
5.0 em 
5.4 4.2 
4.2-4.6 
4.6 4.4 
4.0-4,.24 
5.0 3.5 
3.7-4.1 2.5-3.04 
8.9 7.4 
6.0-6.3 
6.2 5.7 
4.8 3.9 
6.2 5.8 
7.44 7.04 
10.3 9.4 
10.04 
8.0 77 
7.0-8.0 = 
8.2 7 
TSR 
8.2 7.3 
759 ae 
6.3 5.2 
5.2 
11.1 10.8 
8.2 
6.0 5.9 
5.1 
8.2 7.6 
7.4 ы 
6.0 5.0 
4.9 


© Communal and co-operative sectors only. 
а Supplies to retail trade. 


cece Ee RE ee a es, eT fhe ee a 


Non-food 


10.4 
8.6 


10.9 
6.6 
5.0 


6.9 
4.5-5.04 


10.4 


8.4 


9.6 


7.6 


ie 


е Total services in volume terms. 


£ State aud co-operative trade, at current prices. 


Services 


4* 


5.4 


9.2-10.0 
Е 
10.1-11.1 
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to the plans for 1976-1980 this number will further 
increase (table 5.7). In 1980 refrigerators will be avail- 
able to every household in the German Democratic 
Republic, and to nine out of ten households in Bulgaria, 
Hungary and the Soviet Union. Motor cars will be owned 
by roughly every second family in the German Democratic 
Republic and Czechoslovakia, and by one out of four 
in Bulgaria and Hungary. During the five-year period 
800 thousand cars and 1.6 to 1.8 million television sets 
will be put on the market in Czechoslovakia. 


In the majority of plan documents emphasis has been 
placed on decisive improvement in the supply of consumer 
goods, with special regard to choice and quality.* In 
general, industrial output in branches that produce 
consumer goods will increase more rapidly than will 
retail trade turnover. With a high level of growth per- 
formance in industrial output and stability in the propor- 
tion of consumer goods, encouraging conditions for 
improvement in sales standards would be created. The 
necessity of further progress in improving the quality 
of commodities is particularly emphasized in plan 
documents. Industry must produce not just more goods, 
but higher-quality goods. 


To avoid difficulties which may arise because of a 
lack of co-ordination between production and trade 
organizations, enterprises and production associations 
that produce consumer goods in the Soviet Union will 
now be able to open outlet stores for the study of con- 
sumer needs. The output of mass-consumption goods 
industries is to increase by 70 per cent during the present 
five-year period. 


A growing contribution to the improved supply of 
consumer goods is envisaged from the side of imports, 
particularly of imports from other CMEA countries. 
In Bulgaria, the extension of the range of supplies will 
be supported by increased imports, by 1980 to the extent 
of about 20 per cent of the total domestic turnover. 
These will come mostly from CMEA partners. In addi- 
tion, the next two or three years will see the elimination 
of shortages of some consumer goods even if this means 
the reduction or cessation of exports of the goods in 
question. 


The basic aim in Poland in the present five-year 
period, and in particular for 1976 and 1977 will be the 
stabilization of the market. This task is linked largely 
with the development of the food complex.'® The steep 
increase in the production and consumption of meat 
which occurred during the last five-year period (per 
capita consumption level increased from 53 to 70 kilo- 
grammes) was based (to a great extent) on growing imports 
of cereals and fodder. Taking into account the difficulty 
of further increasing such imports, the aim is now to 
increase supplies from internal sources. The solution 
of this problem will require, above all, the reconstruction 
and development of animal breeding, and increased 


14 Comprehensive programmes have been adopted on production 
and sales of consumer goods in Romania (Agerpres, No. 22, July 
1976) and on production and quality of mass consumption goods 
fae the period 1976-1980 in the Soviet Union (Pravda, 6 January 


15 See section on agriculture. 
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consumption of protein foods such as milk and dairy 
products, and of fruit and vegetables. But changes in 
the structure of household expenditures will also be 
marked by an increase in expenditures on industrial 
goods (furniture, electrical and chemical products, etc.), 
and on flat and car ownership. Plans for industrial 
production have been adjusted with a view to increasing 
the supply of goods. In the period 1976-1980 supplies 
of goods will grow by about 60 per cent and supplies of 
services by about 70 per cent, compared with a planned 
increase in money incomes of the population of about 
44 per cent. The amount spent on the expansion of 
consumer-goods production capacities should reach 
400 billion zlotys in 1976-1980 (in 1971-1975, 280 billion 
zlotys were spent on this). et 

Improvements in the level of service in retail trade are 
envisaged through the development of the material 
base of, and in some cases through organizational change 
in, the internal trade sector. Measures will be taken to 
ensure a reduction in the time customers spend in 
shopping. 

According to the five-year plans, increasing attention 
will be devoted to improving the supply of services. 
In countries for which such data are available higher 
rates of increase are planned for turnover of services than 
for that of retail trade, particularly in the Soviet Union 
(table 5.6). An above-average increase in supplies of 
services to the population in rural localities is envisaged 
in many cases, as well as an increase in the volume and 
range of services connected with the growth in the num- 
bers of privately-owned cars. To create conditions for 
reducing time spent on housework, the development of 
household services and public catering and an increase 
in production and sales of semi-processed items are also 
planned. 

The average annual rate of increase of personal savings 
slowed down in most countries of the region in the 
period 1971-1975. Only in Poland, where the rate of 
economic development and of personal income growth 
was particularly high, was the rate of growth of savings 
deposits in 1971-1975 significantly higher than it had 
been in 1966-1970 (see text table below). As far as the 
present five-year period is concerned, although no 
figures have been published, the rates of growth of 
savings deposits can on the whole be expected to continue 
the trend of the previous five-year period. (Poland, with 
a planned rate of growth of wages fixed at about half 
the 1971-1975 rate, will probably come closer to the 
general trend.) 


Savings deposits 
ee 


Ratio of stock 
of savings deposits 
to retail trade 


Average annual 
Percentage change 
turnover 


1966-1970 1971-1975 1975 
SSeS 


Вырапа aa) Cae ee 17.3 14.3 0.72 
Czechoslovakia. . .. . 12.4 12.8 0.55 
German Democratic Rep. 10.8 7.6 0.92 
Hungary. sen eee ee 15.6 14.1 0.37 
Poland ate] a nk ico 21.4 0.37 
Soviet Union.) aes 19.9 14.3 0.47 


ж=®—®ъъУ У 
Sources: National statistics, CMEA Yearbook 1976. 
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TABLE 5.7 


Stocks of consumer durables per 100 households 


(Physical units) 
Plan 
1965 1970 1975 1980 1965 1970 1975 1900 
Bulgaria Poland 
Radio sets и 
EMS recy и ТИ 59а а 
mecrevinion sete ов 9 Fee tied. 8 р sa a = oe 
Refrigerators ЕР ний 5 29 61 5 o В 
Е И ея о ПЗ 23 50 50 65 81 
О ВИЙ 2 6 16 26 fe 
Czechoslovakia Soviet Union 
Radio sets... .. 112 140 | 
о .. 171 as 59 72 79 
Television Зе eee. ane eS 51 74 93 ae 24 51 74 =: 
Refrigerators PER NO ee he as 30 56 79 me 11 32 61 85 
Washingsmachines’ fi. 24 24. es. 67 86 110 21 57) 65 
МООА ДЕ Ес. 10 18 30 
German Democratic Republic Byelorussian SSR 
Radio sets Pe ee RE NS i 87 92 96 bes 34 51 65 
Television Зе. т... 49 69 82 97 14 40 62 
Refrigerators Rete as eats 26 56 85 100 6 25 56 
Washing machinesma se aie fo. eee 28 54 73 80 14 36 49 
IMOLOMC als > 8 16 26 
Hungary 
IRAGIOISetS а docs Inks cae secu 75 120 165 ae 
ОЕ в ВИ IH 56 71 80 
Ве ан 8 32 64 90 
WASHING MACHINES | о о оо 37 55 67 75 
Motorcars...... Sime Sy We (teas ec 3 7 16 25 


Sources: As for table 5.1. 
= Excluding portable radio sets. 
> Data are for 1971. 


All the current five-year plans treat the improvement of 
housing conditions as one of the main tasks relating to the 
well-being of the population. In some cases housing 
has been declared a priority target. Common features 
in systems of distribution of new flats include stress on 
quick availability of apartments for large families, special 
forms of а14 ю young married couples, and provisions 
to meet the demand for housing on the part of workers’ 
families. According to the plans, particular attention 
should be devoted to housing in capital cities and indus- 
trial centres. As a continuation of the efforts of recent 
years, the quality of housing construction is to rise, and 
homes are to be made more comfortable. In Bulgaria the 
average living area per dwelling is planned to reach 
about 74 square metres during the period 1976-1980. 
The average size of new dwellings in the German Demo- 
cratic Republic is to increase from 56 square metres in 
the period 1971-1975 to 58 square metres in 1980. By the 
end of the five-year period 60 per cent of state and co- 
operative investment in housing in the Soviet Union will 
be on the basis of new improved standard designs. In 
Romania 40 per cent of state-built dwellings will have 
three, four or five rooms. 


In Albania also efforts were made during the period 
1971-1975: to improve housing conditions. The system 
of drinking water supply to town and country was 
extended as were electricity, telephone and road networks, 
particularly to rural areas. About 62,000 flats and houses 
are to be built during the period 1976-1980 in Albania, 
of which 39,000 will be in the countryside. 


The tendencies which have appeared in recent years 
with respect to housing finance will continue.’® As 
hitherto, the vast bulk of housing will be built at the 
expense of the state in the German Democratic Republic 


16 In some countries, notably Czechoslovakia and Poland, during 
the second half of the 1950s and in the course of the 1960s, the 
basis of financing housing was broadened by the inclusion of the 
resources of the population, in particular by the development of 
co-operative housing supported by state credits and contributions 
of co-operative members themselves. At the beginning of the 1970s 
co-operative building accounts for nearly half total housebuilding in 
Poland, and more than half the volume of housebuilding in 
Czechoslovakia. A similar policy has been pursued by slightly 
different methods in Hungary and Romania. (See Human settlements 
in Europe: Post-war trends and policies, United Nations, New York 


1976.) 
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and in the Soviet Union (where state and co-operative 
housing construction accounts for about 90 per cent of 
the total). But the development of co-operative housing 
construction is being particularly encouraged, and in 
small cities and rural localities individual housing con- 
struction will also be encouraged in both these countries. 
According to the directives for the five-year plan of the 
German Democratic Republic, about 45 per cent of 
newly-built dwellings are to be erected by housing 
construction co-operatives, and about 10 per cent as 
owner-occupied houses. In countries like Bulgaria, 
Hungary and Romania, where the share of individual 
funds (supported by state credit) in housing finance 
during the period 1971-1975 was more than 60 per cent, 
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the aim is to stabilize the existing proportions or to 
make a slight shift in the direction of state-owned flats. 
In Hungary the share financed by state funds is to be 
increased from 34 per cent in the period 1971-1975 to 
35 to 36 per cent in the period 1976-1980. In Poland, 
the need to support single family house construction, and 
also to encourage the purchase of apartments, is seen as 
being closely related to the tendency for the income 
level of the population to increase.’’ 


17 Further rapid growth in the role of building co-operatives is 
envisaged. At present any 10 citizens with ready cash can form the 
nucleus of a co-operative and apply for bank credits and building 
permits. 


6. TRADE AND CO-OPERATION 


(i) General trends in trade 


The volume of trade of the east European countries 
and the Soviet Union is planned to increase by 45 per 
cent or almost 8 per cent per year in the period 1976-1980 
by comparison with that of 1971-1975 (table 6.1). This 
implies a growth of 60 per cent (10 per cent per year) 
between 1975 and 1980, which is similar to the increase 
recorded between 1970 and 1975. At the same time, 
‚ the growth of GMP (gross material product) in CMEA 
countries is planned to slow down. The fastest rates of 
expansion of trade are stipulated for Bulgaria and Roma- 
па— 10 and 14 per cent per year respectively. In contrast, 
the slowest rate of increase—6 to 7 per cent—is planned 
for the Soviet Union and for Czechoslovakia and the 
German Democratic Republic, the two most developed 
countries of the region. This picture is similar to that 
which has prevailed in the past. The growth of trade 
between 1975 and 1980 is planned to decelerate in the 
Soviet Union and Poland but speed up in Czechoslovakia, 
Hungary and Romania. 


In contrast to the preceding quinquennium, deliveries 
within the region are expected now to become the most 
dynamic flow in the trade of the CMEA countries. It 
is planned that they should increase by 50 per cent 
(8.4 per cent per year) in the 1976-1980 period by compar- 
ison with that of 1971-1975 (table 6.2). This implies a 
growth of 70 per cent (11 per cent per year) from 1975 
to 1980, which is faster than the growth achieved during 
the preceding five years. The rate of expansion of trade 
with the rest of the world may slacken considerably, 
except in the cases of Hungary and Romania, where 
east-west trade is planned to grow at a faster rate. The 
general tendency for the region as a whole may be 
explained by a number of factors. The degree of integra- 
tion between CMEA countries will increase considerably. 
At the same time further price adjustments affecting 
intra-CMEA trade will be made. On the one hand, 
these will raise the prices of energy and other industrial 
materials exported mostly by the Soviet Union, leading 
to an improvement in the Soviet terms of trade. On the 
other hand, the other CMEA countries will consequently 
have to raise the volume of corresponding deliveries 
of manufacured products. CMEA countries are also 
concerned to reduce their deficits in east-west trade and 
repay a part of their debts to western countries. In many 
cases, this necessitates putting the brake on the growth 
of imports. 


Direct information on the growth of exports and imports 
is not available, but it seems that the volume of exports 
is planned to increase faster than that of imports. This 
conclusion is suggested by economic policies which have 
been devised with the aim of reducing the trade deficit 
Almost all countries intend to restrain the growth of 
domestic consumption relative to the growth ol GMP, 
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while the intended reduction in the growth rate of indus- 
trial output will save on imports without much affecting 
exports. This should raise their exportable surpluses 
and reduce relatively their needs for imports of industrial 
inputs. Moreover, the growth of exporting industries 
will be especially stimulated. In Poland, for instance, 
the output of these industries is planned to increase by 
82 per cent as compared with 50 per cent for total industry. 
In Hungary a special government credit scheme has 
been set up to encourage enterprises to invest in the 
manufacture of export goods. It is these industries that 
have benefited most from recent modernizations, and 
they will enjoy further priority in supplies of current 
inputs and finance. In addition, rates of growth of 
domestic output of industrial materials will be speeded 
up and enterprises stimulated to reduce consumption 
of inputs per unit of output. Finally, food supplies 
should be increasingly derived from domestic sources. 
The dependence on imports of machinery, which for 
technological reasons will remain at a high level, should 
only partly offset the above import-saving effects. 


The possible range of growth rates of exports and 
imports discussed below is calculated on the basis of 
available quantitative and qualitative information. In 
intra-CMEA trade, export and import growth rates of 
all countries combined cannot differ from each other 
except through deficiencies in the recording of trade 
flows. The major problem is to estimate the growth of 
exports and imports within east-west trade. The starting 
point here is the deficit of CMEA countries in this trade, 
which cumulated to some $19 billion during the period 
1971-1975 and exceeded $9 billion in 1975 (table 6.3). 
The total debts of CMEA countries to the west may 
have risen by the end of 1975 to some $24 to $27 billion 
(in private capital markets some $15 billion), which 
implies a considerable amount of debt servicing coming 
due during the 1976-1980 period. Almost all the CMEA 
countries intend to improve their balances in east-west 
trade and some of them in fact aim at evening out that 
balance.! This implies a more rapid growth of their 
exports than of their imports. With total east-west trade 
assumed to grow by some 47 per cent between 1975 and 
1980, exports would have to increase by 58 and imports by 
40 per cent if the deficit were to remain at the 1975 
level. To cut the deficit by half, which would correspond 
more closely to the statement “improvement in the 
balance” inscribed in national plans, east-west exports and 
imports would have to increase by 70 and 31 per cent 


1 The Polish Minister of Finance stated recently to the Financial 
Times (10 December 1976) that Poland hopes to halve its deficit 
with the west by the end of 1977 and to halve it again in 1978. At 
any rate the trade should be in balance by the end of the decade. 
It should be remembered that the Polish deficit in 1975 was the 
largest in eastern Europe. 
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TABLE 6.1 
Growth of foreign trade 


; 


Average annual rate Trade as percentage of: 
of growth Trade in ый ри 
Р GDP a per head o 
Trade Von : eect forelgn population P 
Country and period GMP turnover elasticity prices * prices (end year data) 

Bulgaria 

1966-1970. eee 8.7 10.3 1.18 33 20 224 

T9711 97150 Е es 17.0 rs 2 30 591 

TOTTELS TS at ЕЕ 58 7.8 12.0 1.54 40 25 oa 

19 6-е 8.4 9.9 1.18 42.5 27 922 
Czechoslovakia 

1966 9 Oter ge att cae 6.9 6.9 1.00 РИ) 15 251 

Е на нов 8 13.0 = №: 16 605 

О Steet. arene 5:1 6.4 о 28 16 ae 

Plan 1976-1980 eee een 5.1 6.5 127 30 17 807 
German Democratic Republic 

1966-197 Otter eee er ones 5.2 9.9 1.90 19 16 215 

И ee в. 13.3 хе oy 17 618 

1971-1975 о eee 5.4 9.1 1.69 23 19 re 

197621980 Ree eee. a 52 133 1.40 25 20 862 
Hungary 

1 966-1'97 Ow. ея cee 6.8 9.7 1.43 30 20 233 

CRE Cy: Е я a 14.9 ma © 26 638 

TO TINT о в one 6.3 8.3 Ne}. 34 23 a 

1976-1980: ое. 5.6 8.1 1.45 38 26 925 
Poland 

T96G6-L9 70S а oes 6.0 9.4 1:57 23 10 111 

EO at мен г 21.8 ых mA 13 336 

TO GME 97 Ее 9.8 13.0 1.33 27 12 ли 

96-1 9 7:2 8.5* 1.18 29 13 486 
Romania 

1966-1970 eee on 77 11.8 1.53 He 11 94 

о ORs Needs т 18.2 ia г 15 250 

а orcs 11.3 13.5 1.20 25*™ 13 =e 

LO T6-LO SOM ae cee a 10.5 14.3 1.36 28* 15 466 
Soviet Union 

L9GG-1970" o. 44. ge ke 7.8 8.6 1.10 4.4 3.9 SH 

О ое к 18.1 ыы om 5.5 131 

LOTUS TS) eee conte ee es 5:7 9.8 eg P APS, 4.7 ~~ 

976-198 0 eee eee 4.7 6.0 1.28 5.7 5.0 168 
Total CMEA area 

1966-1970) 3. wea ae ee 7.4 9.0 1.22 

М И р 4 171 к be 

WOMEN SIS оо она 6.2 9.9 1.60 Ая 


6-8 о, 5.3 Usd 1.45 10.2 


Trade and co-operation 


ee eee 


TABLE 6.1 (continued) 


ыы ont) О 


Average annual rate 


of growth 
Country and period GMP pliner 
East Europe only 
LOT 197 Sees ee 7.8 10.2 
1976-1980. ети 6.7 8.6 


Sources: National statistics, plan documents, press reports and secretariat estimates. 


Note: Unless otherwise stated all figures are based on volum 
с data. Th 
rate of trade turnover for 1976-1980 is based on the five-year annual Reon nite 
to the 1971-1975 average. For other periods it is based on final year data from each 
Period. All growth rates of GMP are based on final year data from each Period. 


TT 
> 2 см’ where ТТ = trade turnover. 


respectively (11 and 6 per cent per year). This, together 
with a certain increase that may take place in the surplus 
of trade of the CMEA countries with developing areas, 
would add up to figures of 52 per cent growth for total 
exports and 40 per cent for total imports (nearly 9 and 
7 per cent per year). Any more substantial difference 
in growth rates in east-west trade would automatically 
mean a large difference in growth rates of total exports 
and imports.” It can be assumed that a similar pattern 
will be followed by most individual countries. 


Information on trade by major product groups is also 
scarce. It seems that trade in machinery will remain the 
most dynamic item both in exports and imports and 
both in intra-CMEA and in east-west trade. Trade in 
machinery will benefit from the rapid expansion in 
co-operation expected, from further modernization of 
industry, and from a rising level of credits. Both exports 
and imports of fuels and other primary products may 
grow less fast than average. Domestic capacities will 
expand considerably, and substantial economies in the 
consumption of inputs per unit of output are planned.* 
The trade in food products will be affected by a planned 
rapid increase in domestic output. These shifts can be 
illustrated by the cases of Soviet and Czechoslovak 
intra-CMEA trade (table 6.4). For Bulgaria also it has 
been stated that the share of machinery in total exports 
will increase from 40 per cent in 1975 to 50 per cent in 
1980. Hungary intends by 1980 to raise the share of 
total machinery exports sold for convertible currency 


to 30 per cent. 


(ii) Trade specialization and trade dependence 


Apart from the Soviet Union, the CMEA countries 
represent relatively small markets, where scale and cost 
economies are impossible without broad international 
specialization. All of them, including the Soviet Union, 


2 A Polish projection, based on very optimistic assumptions, 
estimated figures of 11.5 and 7.1 per cent respectively for the growth 
of total east-west exports and imports of the CMEA area asa whole. 
The corresponding estimates for total CMEA trade were 9.6 and 
6.4 per cent respectively. (Polish Foreign Trade, 10 October 1976, 


р: Э:) | | 
3 See the section on industry for detailed information. 


Trade as percentage of: 
ae BS EOS an 


Trade in US dollars 


Coefficient GMP at GDP at 
per head of 
of trade domestic foreign population 
elasticity prices в prices (end year data) © 
1.31 28.0 
1.28 30.0 
ita 
2.СОР 
с TT hr P = 
2.5’ where P = population. 


9 In value terms. 


have, for some time past, taken account of the increasing 
role of foreign trade in their allocation policies. During 
the last 10 years, trade elasticities (defined as the ratio of 
volume growth rates of foreign trade turnover to those 
of net material product) in the region as a whole have 
been greater than unity in virtually all cases, and to an 
ever-increasing degree. (In Czechoslovakia they have 
been only slightly more than unity.) In the German 
Democratic Republic, Hungary, Poland and Romania 
trade elasticities declined somewhat in 1971-1975, but in 
the Soviet Union they rose steeply. In general, these 
elasticities indicate that the degree of specialization of the 
east European economies had increased over time. 


A further increase in the role of foreign trade is stip- 
ulated in the 1976-1980 plans. Table 6.1 indicates a 
trade elasticity for the region as a whole of 1.45. This 


gs . 1976-1980 
ratio is, however, calculated on the basis of 1971-1975 
trade and 138° output. Measured on the basis of Te 


trade, the elasticity comes to nearly 1.70, which is more 
than it was during the period 1971-1975.4 Trade elasti- 
cities above unity are planned in all countries, though 
they may decline in countries where they are already 
relatively large. 

The degree of specialization (measured by the ratio of 
foreign trade to GMP or GDP) of individual east Euro- 
pean economies has remained rather varied. Measured 
in current world market prices and against GDP, it varied 
in 1975 from as little as 6 per cent for the Soviet Union 
to 13 to 17 per cent for Poland and Romania, Czechoslo- 
vakia and the German Democratic Republic and to as 
much as 26 to 30 per cent for Hungary and Bulgaria. 
Over the current quinquennium, the degree of specializa- 
tion is expected to increase everywhere but most rapidly 
in the smaller countries. An attempt has been made to 
throw a different light on this question by using input- 
output tables to express both foreign trade and GMP in 
domestic prices. The results are shown in table 6.1. 
The picture of specialization expressed in this way 15, 


76-1980 
4 Figures for as trade are taken from plan documents. 
Figures for 1975 trade are taken from other publications. 
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TABLE 6.2 
Growth of intra-CMEA trade and of trade with the rest of the world 


(Based on volume data) 


A = Average annual percentage change in trade turnover. 

B = Coefficient of trade elasticity (ratio of trade to GMP growth rates). 

C = Ratio of trade to GMP at domestic prices; data are for final years of given periods. 
D = Percentage share of given trade in total trade. 


eee 


Intra-CMEA trade Trade with western countries 
1971-1975 1976-1980 ® 1971-1975 1976-1980 ® 

Bulgaria 

АЕ ая 9.8 ip lp 17.4 6.3 

| AAG oe Ия Ceara 1.24 133 2.20 0.75 

Cre Settee TCC RE RET ad 28 32 12 11 

Diagn RP eee oh eee er ote 70 75 30 25 
Czechoslovakia 

АЕ р аа 8.5 8.1 Se 3.0 

Bye stoke ог. Re hc 1.49 1.59 0.58 0.59 

Coe chro areas. Uh ates 17.9 21 10.1 9.9 

Diet Ye ete ая 64 69 36 31 
German Democratic Republic 

PE APE ee ae 8.3 8.5 9.8 4.8 

Ву ое 1.54 1.63 1.81 0.92 

Cy т Sin et 15 17 8 8.8 

И И от 65 68 35 32 
Hungary 

о о 10.0 6.9 4.7 8.5 

Е eae 1.61 .23 0.76 1.52 

ORT о eee 22 23 12 15 

Dee rept о ice Re eae 65 63 35 Si! 
Poland 

Ag in Syl ок MER eg 10.1 8.5 15.8 8.5 

Ве ива де tee 1.04 1.18 1.63 1.18 

о ec ee eee 14 15 13 14 

Dime ree erga ee aT ee: 50 50 50 50 
Romania 

Aa es Rien is a eens) Па? 12.0 16.4 15.4 

И te 0.69 1.14 1.46 1.47 

Oct О eee ee ee ee 10 10 15 18 

DEAR RR eee 39 3S 61 65 
Soviet Union 

PD REC Re о И: OS ee 8.3 Tol lies 5.0 

ОА 1.46 1.51 2.33 1.06 

REE CLARO een ie 5k Bom | 2.4 2 2.9 3.0 


ое © 46 48 54 52 
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TABLE 6.2 (continued) 


= 


Intra-CMEA trade 


1971-1975 

Total CMEA area 

Я ORC On ae 8.9 

| Saas Ee a sh gee eae 1.33 

Sam eee tt. aes ae 4.8 

0 208 Toa Во 52 
Eastern Europe only 

Pome hoe chee ee aN 15 


Sources and notes: As for table 6.1. 
® Estimates of minimum rates by the secretariat. 
> 11 per cent with 1975 as base year. 


however, blurred by the pricing system, which over- 
values products entering foreign trade. 


We can, nevertheless, attempt to show the degree of 
specialization of the east European economies within 
a broader international context. Differences by countries 
in the proportion of GDP traded internationally depend 
on a great many factors, but only two are easily quan- 
tifiable: the level of economic development, and the size 
of countries in terms of population. Of two given 
countries at similar levels of economic development, 
the smaller country tends to have a higher trade depend- 
ence than the bigger country. This is because the smaller 
country cannot realize scale economies without a larger 
degree of specialization. Conversely, of two given 
countries of similar size but at a different level of economic 
development, the more developed tends to have a higher 
degree of trade dependence than the less developed. 
This is because the growth of output tends to be concen- 
trated in manufacturing, where economies of scale and 
opportunities for foreign trade are greater than in other 
sectors. In addition, higher incomes create proportion- 
ately higher demand for imports of manufactured goods. 

A logarithmic multiple regression analysis was run 
for 24 European countries, and also for these countries 
plus the United States, Canada and Japan (table 6.5). 
This relates trade dependence (the percentage share of 
imports and exports in total GDP) to two independent 
variables—size (measured by population) and level of 
development (measured by per capita GDP in US dollars). 
The omission of other variables undoubtedly affects the 
final results. This is true especially with respect to 
natural resource endowment. No account, moreover, 
was taken of tariff barriers, but they can be assumed 
to be the function of size and level of economic develop- 
ment. Geographic factors are also left out, but for 
Europe alone these should not be of great importance. 


The conclusions that follow are based on equation (1); 
equation (2) is given as a point of reference. Concerning 


Trade with western countries 


1976-1980 ® 1971-1975 1976-1980 ® 
8.46 7 7.0 
153 1.90 1.27 
5.5 4.4 4.7 

54 48 46 
18 13 15 


export dependence, the fit in equation (1) is good: signs 
are correct, regression coefficients are significant at the 
> per cent level, and the coefficient of determination is 
quite high. On the other hand, the Durbin-Watson 
statistics indicate a degree of autocorrelation. The 
same can be said of imports, except that the GDP regres- 
sion coefficient is not quite significant at the 5 per cent 
level. This may be explicable by the tendency for develop- 
ing countries in southern Europe to run persistent deficits. 
There does, then, appear to be some basis for proceeding 
cautiously with an analysis based on the concept of 
export dependence. That of import dependence can be 
used to provide only the most general indications. 


Table 6.6 provides information on actual and fitted 
export and import dependence functions. Taking export 
dependence, Bulgaria and Hungary appear to be highly 
over-specialized, Romania is on the level of the inter- 
national average, while all other countries are under- 
specialized, especially Czechoslovakia. In the Bulgarian 
case production is highly specialized in a number of 
sectors which are linked closely to the Soviet market. 
To a certain extent this is true also of Hungary. The 
position of Czechoslovakia reflects the wide range of 
manufactured products produced inside the country. 
The differences for the Soviet Union between actual 
and fitted dependence are smaller when the United 
States is taken into account. As far as import dependence 
is concerned, all countries but Bulgaria appear under- 
specialized, Hungary being just on the margin. Czechoslo- 
vakia appears again as the most under-specialized. 


(iii) Economic co-operation between the CMEA 
countries 


The importance of intra-regional integration can be 
shown on the basis of shares of domestic output subject 
to mutual trade. In 1975, for the CMEA countries 
other than the Soviet Union, this proportion was 15 per 
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TABLE 6.3 


Exports and imports of east European countries and the Soviet Union by regions and trade balances 


Average annual growth rates, 1970-1975 Millions of US dollars 
Exports Imports Cumulative 
at balance Balance 
Value Volume Value Volume 1971-1975 1975 


Bulgaria 
соси 14.2 10.1 19.1 13.6 —1 ey sy 
CME Atarea sacar sec ets wie one 14.1 10.0 18.1 9.6 — _ 
1 7.1 19.5 —1438 —747 
Developed countries .......... : } 10.2 } 22.4 о ane 
Developing countries.......... 28.3 17.1 
Czechoslovakia 
Potala tot ther se НИЕ 12.6 6.3 13.8 6.5 —491 —369 
СМЕА тез: еее 13.2 9.4 14.4 7.6 —83 —355 
Developed countries .......... 10.8 20 13.9 } 4.5 —1218 —350 
Developing countries. ......... 10.3 11.6 749 346 
German Democratic Republic 
Total ements ous bea eee 12.8 hs! 14.0 G2 —2 059 —1 202 
СМЕА атеа а лее he a,c 13.1 8.3 и = 
Developed countries?:.....-... 14.9 } 
9.8 
Developing countries? ......... 15.0 
Hungary 
а otk sie 13.9 9.4 15:9 WE —1383 —1 101 
CME Acareaara cata vat st, Serer an oe 15.7 11.7 159 8.5 195 —397 
Developed countries .......... 18.5 } 38 15.4 } 50 —1714 —726 
Developing countries.......... 15.9 ; 16.1 \ —19 —2 
Poland . 
‘Lotalyaraenniees Sty Hae a 19.2 10.7 24.6 15.0 —6 503 —2 256 
СМЕЛА тез оне ПЕ 12.6 13.9 7.4 —208 364 
Developed countries .......... 21.6 } 16 20.6 } 21.0 —6 958 —2 875 
Developing countries.......... 21.5 : 20.0 к 605 233 
Romania 
Total asap и * 19.1 14.7 17.6 12.0 —49 —1 
GME Acareas пе 12.9 9.2 11.6 6.2 585 77 
Developed countries .......... 21.1 } 18.0 19.5 } 15.0 —1 281 —36 
Developing countries.......... 30.6 р 30.8 : 579 265 
Soviet Union 
О Же 15.5 7.1 20.4 11.7 42 —3 501 
CMEA ated yrs ccts eee cee 14.3 7.4 13.6 9.3 —1 259 736 
Developed countries .......... 22.4 } 92 30.0 —6658 —4 815 
Developing countries.......... 13.6 : 225 } 152 5658 99 
Total CMEA areab 
О Ч nes cosy aber) 15.7 8.6 19.6 11.4 —9475 —7 967 
CME Avareamet oa" tes ee 14.8 9.4 14.4 8.5 —952¢ 177¢ 
Developed countries .......... 20.1 14 24.3 —19 267 —9940 
Developing countries.......... 16.9 } | 21.7 } 8 041 1193 


a ро ee el Be ee ee 


Source: National statistics. German Democratic Republic included, balances amounted in 1975 to a total о} 
в Trade turnover. —9,169 million dollars. 


> The trade of the German Democratic Republic excluded. With the trade of the ° The recording error. 


о а rely SEE Fe 


TABLE 6.4 


The commodity composition of the trade of the Soviet Union and 
Czechoslovakia with CMEA countries 
en a ra reer ee ee 


Exports Imports 
In billions of 1 

US dollars Percentage share of total Ue ee Percentage share of total 

np Ee, ст eS 300 eet Oe Si 
Soviet Union 1975 1975 1980 1975 1975 1980 
Machineryinr.. 3 tee. _ 3.5 22:5 27.5 6.8 45.4 47.9 
Consumer goods Settee eee 0.4 2.8 33 2.9 19.1 17.1 
Fuels and other primary products .. 9.7 61.6 59.4 я 14.7 Е 
Other (mainly foodstuffs). ...... 21 13.1 9.8 3.1 20.8 21:3 
а ола... 157 100.0 100.0 15.0 100.0 100.0 

°’ Czechoslovakia2 1975 1971-1975 1976-1980 1975 1971-1975 1976-1980 

А И 3.5 64.6 65.3 2.5 42.0 50.3 
Consumer goods. 8c ь 0.8 14.3 15.9 0.4 6.6 71 
Fuels and other primary products . . 1.1 20.1 17.4 2.4 41.3 31.3 
Other (mainly foodstuffs)... ... 0.1 1.0 1.4 0.6 10.1 5.3 
IRS Ss BLA ee Ee hoes ee ae ВЕ ЩЕ 55 100.0 100.0 5.9 100.0 100.0 


Sources: For the Soviet Union press reports; for Czechoslovakia Zahraniéni Obchod, Мо. 6, 1976. 
® Based on the trade agreements for the respective periods. 


cent of GMP calculated in domestic prices, 2 percentage CMEA countries is small. Measured in world market 
points more than in 1970 (table 6.2). Variations by prices and against GDP, these ratios are generally at a 
individual countries are large: the most highly specialized lower absolute level—for the east European countries 
in these terms are Bulgaria and Hungary, followed by alone perhaps 6 and 9 per cent in 1970 and 1975 respec- 
Czechoslovakia and the German Democratic Republic. tively. During the period 1976-1980 they are expected to 
The least specialized is Romania. In the Soviet Union increase further for these countries to some 18 per cent 
the proportion of domestic output traded with other of GMP in domestic prices and to 12 per cent of GDP 


TABLE 6.5 


Regression equations of export and import dependence 
(1971/72 average) 


1. Europe (including the Soviet Union) 


(a) LX = 2.22236 + 0.41330 Lx, — 0.55957 Lx, 
(2.64) (—3.661) 
2 = 0.54 DW = 1.23 М = 24 

(6) ГУ= 4.13608 + 0.19616 Lx, — 0.70422 Lx, 
(1.55) (—5.70) 
2 = 0.65 ри’ = 0.64 М = 24 


2. Europe (including the Soviet Union); United States, Canada and Japan 


(a) LX = 3.38737 + 0.33627 Lx, — 0.67874 Lx, 
(2.36) (-5.31) 


2 =0.58 рИ = 1.15 № = 27 


(6) LY = 5.58038 + 0.14837 Lx, — 0.79701 Lx, 
(1.27) (5.42) 
R? = 0.73 рИ = 0.63 № = 27 


_ 3833 
_фдоо__——д—— 


Sources: The International Bank Atlas and United Nations statistics. 
Symbols: X = exports/GDP 
< 


= imports/GDP 
x, = GDP/population 
ха = population 
L log 


DW = Durbin-Watson statistics 
j-tests are shown in brackcis. 
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TABLE 6.6 


Actual and fitted ratios of exports and imports to GDP 
of east European countries and the Soviet Union 


(1971/72. 


average) 


ee Sa a ae I ls rl RU a Sa SR АЕ = 


Export dependence 


Import dependence 


Actual Fitted Residual Actual Fitted Residual 
ek ae ee ee С a Re ЕВА ee eee 
Bulgaria ©. sete. ось 22.65 15.12 27.99 22.29 19.75 +2.54 
Czechoslovakia ......... 13.60 16.73 —3.13 13.41 18.49 —5.08 
German Democratic Republic . 13.99 16.26 —2.27 14.04 17.60 —3.56 
Нот oe oe 21.07 15.23 +5.84 17.86 19.01 —1.15 
Ро и. 8.61 11.54 —2.93 10.01 12.92 —2.91 
ROmania ее еее 11.02 11.35 —0.33 10.64 14.21 —3.57 
СИИ обо tard ос 3.81 6.58 —2.72 3.84 6.34 —2.50 


Sources: Tables 6.1, 6.2 and 6.5. 
Note: Based on table 6.5, equations 1(а) and 1(b). 


in world market prices (based on growth rates 1980/1975). 
Some growth is expected also for the Soviet Union. 


Integration within the region has, then, deepened, 
and as a result mutual trade has expanded rapidly. This 
has been a rather complex process. Individual countries 
have developed all major branches of industry and their 
global output structures have converged. But within 
these branches they have specialized in the output of 
narrower product groups. Their trade agreements, 
which bear an obligatory character, have taken account 
of these changes, and this trade pattern enables each 
country to participate in the output and trade of dynamic 
product lines. The same trends in output and trade are 
expected to continue in the years to come. Czecho- 
slovakia and Bulgaria may be quoted as examples. 
Czechoslovakia is a highly industrialized country, yet 
its imports of machinery from other CMEA partners 
reached 42 per cent of total imports from CMEA coun- 
tries in the 1971-1975 period, and this figure is planned 
to rise to 50 per cent during the 1976-1980 period. Bul- 
garia is one of the less industrialized countries of the 
region, yet its exports of machinery to CMEA countries 
rose from nothing at all to almost 40 per cent of total 
exports to CMEA countries in 1975, and the figure may 
go up to more than 50 per cent by 1980. 


In the Soviet Union specialization has maintained 
certain traditional patterns. A substantial part of Soviet 
exports consists of fuels and raw materials, while imports 
have been dominated by manufactured products. Table 
6.4 indicates that the position will be similar in the future. 
This reflects the special position of the Soviet Union, 
which accounts for more than 90 per cent of the known 
deposits of fuels and raw materials in the region. 


The process of intra-regional specialization has in fact 
gone further than indicated above. Ordinary trade 
agreements, however elaborate, could not have ensured 
sufficient economies of scale nor prevented the multi- 
plication of idle capacities in a number of highly complex 
manufacturing sectors. Moreover, they have become 
less and less adequate in ensuring sufficient supplies 
of energy and other industrial materials from within 
the region. To meet this challenge, schemes of economic 
co-operation of an ever-increasing complexity have been 


elaborated in the region, and special bilateral and multi- 
lateral agreements extending up to 1980 have been 
entered into to implement them. 

The trade based on these co-operation agreements has 
been the most dynamic trade flow within the region: 
its value rose from $2.6 billion in 1973 to some $5 billion 
in 1975. Although it still represents a modest share of 
total intra-CMEA turnover (some 6 per cent in 1975), 
it was nevertheless very important for a number of 
branches (especially engineering), and for the east 
European countries more than for the Soviet Union, 
accounting in 1975 for as much as 30 per cent of Bulgarian 
exports to the Soviet Union. Trade through co-operative 
agreements is expected to increase very fast during 
the period 1976-1980, when intra-regional specialization 
and co-operation will be given a further impetus. Its 
share in Polish, Romanian and Czechoslovak trade 
with CMEA countries is planned to increase to 30, 25 
and 15 per cent respectively of the total (17 and 11 per 
cent respectively for Poland and Czechoslovakia in 1975), 
in Bulgarian and Hungarian exports to CMEA countries 
to 30 and 22 per cent respectively, and in the bilateral 
flows between the German Democratic Republic and 
Hungary, between the German Democratic Republic 
and Poland and between Bulgaria and Poland to 30 
per cent in each case (in the latter two cases the corre- 
sponding figure for 1975 is 11 per cent). 


Originally (in the early 1960s) co-operation between 
the CMEA countries was concentrated on the automobile 
industry, shipbuilding, machine tools, construction, 
textiles, farm machinery and metallurgy. In the early 
1970s it was extended to the production of computers, 
petrochemicals, automatic equipment, measuring instru- 
ments and nuclear-generating equipment. At the present 
time, while still continuing with the deepening of special- 
ization in the above sectors, the emphasis is on joint 
projects to increase mutual supplies of energy and indus- 
trial materials, of research-intensive technology and 
electronically controlled equipment, as well as on pro- 
viding the necessary infrastructure (especially pipelines, 
power lines and transport links). 


Joint projects in the energy and raw materials fields 
take up the bulk of the resources involved, reflecting the 
fact that production in these sectors is becoming ever more 
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_capital-intensive. For a single country, be it the Soviet 
Union, this represents a heavy burden. 


At the first stage, joint projects involve the pooling 
of capital, construction equipment and qualified man- 
power. The value of projects scheduled for implementa- 
tion on this basis during the period 1976-1980 is estimated 
at 9 billion transferable roubles (almost 12 billion 1976 
dollars). Some 8 billion roubles ($10.6 billion) will be 
invested on Soviet territory (in 8 major projects) and 
half of it will be contributed by that country. The other 
4 billion will be contributed by partner countries in 
terms of machinery, equipment, services and consumer 
goods. Imports required from the west in this context 
can be financed by the CMEA Investment Bank, which 
has borrowed for this purpose some $1.2 billion in 
western capital markets. At the second stage, joint pro- 
Jects involve the sharing of future output according to 
individual contributions of capital and services. Deliveries 
are fixed for the 12 years that follow the completion of the 
projects, with the partner countries having right of first 
refusal to continue with purchases beyond that time. 
Some 40 to 50 per cent of the supplies to be delivered 
during the period 1979-1990 will represent compensation 
for capital and services contributed by individual coun- 
tries as well as payment of interest. 


Energy accounts for the major part of the resources 
earmarked for joint projects. All these projects are 
located in the Soviet Union. They include prospecting 
for oil and the extension of oil extraction (a network 
of oil pipelines of 105 million tons annual capacity 
already exists), the construction of a network of gas 
pipelines and the extension of capacities for gas extraction, 
and the construction of a 750 kV power line between 
Vinnitsa in the Soviet Union and Albertirsa in Hungary. 
Better utilization of Danubian water resources is also 
envisaged. All these projects are likely to be completed 
by 1978-1979. In the 12 years to follow, the Soviet Union 
should deliver to the partner countries on average per 
year: 10.5 million tons of oil, 15.5 billion cu.m. of gas 
and 9 billion kWh of electricity. The importance of 
these deliveries can be judged by comparison with total 
Soviet supplies to CMEA countries, which are fixed on 
average per year during the 1976-1980 period at 73 million 
tons for oil, 18 billion cu.m. for gas and 14 billion kWh 
for electricity. This will raise the ratio of Soviet supplies 
to total consumption of energy for the other CMEA 
countries from 19.5 per cent in 1975 (113 million tons 
expressed in conventional units) to 20.5 per cent in 1980 
(160 million tons). Thus total Soviet deliveries of energy 
materials will increase by 42 per cent (7.2 per cent per 
year), which is higher than the planned rate of growth of 
industrial output for the region. 

Other joint projects involve the production of basic 
inputs—cellulose (500 thousand tons annual capacity), 
asbestos (500 thousand tons annual capacity), гоп ore, 
iron pellets, cast iron, rolled steel and potassium sait— 
and, again, most of them are located in the Soviet Union. 
All of these will be completed between 1978 and 1980. 
Annual Soviet counterpart deliveries fixed for the 1979- 
1990 period are: 205 thousand tons of cellulose, 180 thou- 
sand tons of asbestos, 5.3 million tons of iron-bearing 


materials (expressed in pure iron) and 200 thousand 


tons of cast iron. Soviet exports to CMEA countries in 
this categories amounted in 1975 to 426 thousand tons of 
cellulose, 260 thousand tons of asbestos and some 300 
thousand tons of cast iron. There is a nickel joint project 
in Cuba (130 thousand tons capacity) and a copper- 
molybdenum project in Mongolia; both will start pro- 
duction in 1978. Negotiations are now going on for future 
Joint projects involving iron and steel complexes, atomic 
power plants and isoprene rubber. 


Also of importance is intra-regional co-operation in 
manufacturing. The bulk of this is in engineering: cars, 
heavy trucks, looms, lathes, machine tools, forges, 
presses, power equipment (in particular nuclear power 
equipment), agricultural and construction machinery, 
containers, locomotives, equipment for shipbuilding, 
chemicals and food processing, atomic power stations, 
electronic calculating machines and others. The trade 
arising from these agreements amounted to 24 per cent 
of total intra~CMEA trade in machinery in 1975: 19 and 
26 per cent respectively ($1.2 and $2.7 billion, 4.5 and 
6 times more than in 1970) of Soviet exports and imports 
of machinery came under co-operative agreements in 
that year. Further deepening of intra-CMEA specializa- 
tion in machinery is expected in the years to come. 
Twenty-one multilateral specialization agreements involv- 
ing 4,470 items were signed during the period 1971-1974, 
but 33 with 2,150 items in 1975 alone, while 54 are being 
presently negotiated. This will raise the shares of special- 
ized products in the trade in machinery during 1976- 
1980 as follows: in the total machinery turnover of 
Czechoslovakia to more than 33 per cent, in that of 
Poland to 30 per cent (10 per cent in 1975), in that of 
Bulgaria to 65 per cent, in the Soviet Union-German 
Democratic Republic trade in machinery to 37 per cent 
(27 per cent in 1975), in Hungarian exports and imports 
of machinery to and from the Soviet Union to 64 and 
46 per cent respectively, and in Hungarian exports and 
imports of machinery to and from other CMEA coun- 
tries to 41 and 36 per cent respectively. The Soviet Union 
will remain the largest market for machinery produced in 
other CMEA countries.° 


Co-operation in other sectors of manufacturing is 
weaker, but expansion is planned. In chemicals, growth 
points will include dyes, plastics, resins and artificial 
fibres. New efforts are being made in the field of herbi- 
cides, where by 1980 regional output should meet 96 per 
cent of regional demand. In food processing joint projects 
have been negotiated for citric acid (20 thousand tons) 
and for aromatizers, both to be located in the Soviet 
Union. CMEA specialists have drawn up a long-term 
programme for co-operation in the food industry extend- 
ing over 10 to 15 years, though it has not yet been offi- 
cially accepted. The programme envisages an increase 
in mutual supplies, improvements in the technology 


5 Soviet purchases of certain types of machinery in CMEA 
countries are expected to increase during the period 1976-1980 at 
very rapid rates: that of metal-cutting lathes by 80 per cent, of 
forging and pressing equipment by 98 per cent, of electro-technical 
equipment by 168 per cent, of rolling equipment by 66 per cent, 
of equipment for food processing by 98 per cent, of equipment for 
the chemicals industry by 170 per cent, of communications equipment 
by 100 per cent, of ships and marine equipment by 71 per cent, 
and of loading equipment by 76 per cent. 
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of food processing, storage and transportation and in 
that of construction and reconstruction of enterprises. 


Co-operation in scientific research is already highly 
developed. At present, some 1,600 research and design 
organizations in CMEA countries are involved in the 
elaboration of mutual projects. There are, moreover, 
47 centres for the co-ordination of research work in the 
region. Their aim is to concentrate intellectual resources, 
and to economize some 9 to 11 billion roubles in the 
period up to 1980. 

A long-term projection has been worked out for the 
expansion of intra-regional freight and passenger trans- 
portation for the period up to 1990. Within this pro- 
gramme, joint projects for the modernization of railway 
tracks and stations, and for the development of sea and 
river transport have been negotiated. Increasing atten- 
tion is being paid to the development of a unified con- 
tainer transportation system. The common pool has, 
at present, 272 thousand freight wagons. 


Co-operation in finance is promoted through the 
CMEA Investment Bank which has so far extended 
$4 billion of credits in the financing of the construction, 
expansion and reconstruction of 41 enterprises involving 
all the member countries. 


(iv) Co-operation with industrial market economies 


Expressed in domestic prices, and in terms of GMP, 
about 10 per cent of the output of the east European 
countries depended in 1975 on trade with the industrial 
market economies (table 6.2). This was 3 to 3.5 percen- 
tage points more than in 1970. Expressed in world 
market prices and in terms of GDP this ratio would 
in 1975 have been slightly higher than 6 per cent (4 per 
cent in 1970). Above-average figures were reported for 
Romania, and below-average for the Soviet Union. The 
dependence of east European economies on east-west 
trade is expected to increase further during the period 
1976-1980, to some 12 per cent of GMP in domestic 
prices, and 7 per cent of GDP in world market prices. 
All this implies a rather rapid growth in east-west trade 
in the years to come. 


A threat is, however, posed to the future prospects 
of east-west trade by the problem of balance. Over the 
1965-1975 period the volume of eastern imports from and 
exports to the western countries increased by 12 and 
6 per cent respectively. An important problem of struc- 
ture is involved here. The complementarity between 
the two regions is in terms of exchange of basic materials 
for manufactured goods. Eastern exports of fuels, other 
industrial materials and agricultural products, have, 
however, expanded more slowly than their imports of 
manufactured products. This is partly because eastern 
imports were stimulated by the modernization of domestic 
industries that has been on since 1970, which has raised 
thé demand for western machinery, in the face of bottle- 
necks in domestic industry. Another factor is the reces- 
sion in western countries which hampered eastern 
exports during 1974 and 1975. As a result, and despite 
certain improvements that took place in the terms of 
trade of the eastern region, the eastern deficit has grown 
rapidly, and exceeded $9 billion in 1975. 
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It is realized in both eastern and western countries 
that this lack of balance may be an impediment to future 
growth in east-west trade. Considerable efforts are 
being made now on both sides to remove this obstacle. 
It can be expected that the short-term factors which have 
recently aggravated the eastern deficit may soon dis- 
appear. The modernization of industry and improve- 
ment in industrial structure now being stressed in eastern 
Europe and the Soviet Union should, together with better 
marketing and finance, eventually stimulate exports and 
diminish dependence on imports of certain basic inputs. 
In addition, both eastern and western countries are 
active in the promotion of inter-country and inter-firm 
industrial co-operation, which should help to accelerate 
the growth of eastern exports. 


The rapid expansion of interregional specialization 
and trade described above was induced primarily by 
market forces. Market forces were assisted by a gradual 
reduction of quantitative restrictions in western countries 
and by economic policies in the eastern region which 
speeded up the growth of east-west trade. However, the 
incidence of so-called inter-firm industrial co-operation 
agreements has been low. True, the number of these 
agreements has increased rapidly over time—to over 1000 
by 1975—but their contribution to trade has remained 
minor—barely 3 per cent of total east-west trade in 1975.° 
The highest ratios were 4 per cent in the case of Hungary 
(7 per cent of Hungarian exports to the Federal Republic 
of Germany) and 9 per cent of total east-west trade in 
machinery. 


In the years to come the role of inter-country and 
inter-firm industrial co-operation agreements will in- 
crease. This is because these agreements represent 
ways of bringing together the advantages of specialization 
by different countries in a more organized and more 
firmly established way than is possible through conven- 
tional trade. They guarantee a longer business time 
horizon. They are well suited to countries with different 
economic systems, and fit well into the planning systems 
of the CMEA countries. Moreover, the rising technical 
complexity of output calls for a more complex inter- 
regional organization of production, with the linking 
together of specialized producers involved in different 
stages of particular products. 


The conditions for this type of co-operation are 
improving fast. Western countries rely increasingly on 
imports for their supplies of raw materials and labour- 
intensive manufactured products, which opens up broad 
possibilities for specialization on the part of eastern 
countries. Recent difficulties in the world market have 
increased western interest in the exploitation of eastern 


8 The incidence of these agreements is distributed in the following 
way. In the east, Hungary, Poland and Romania occupy the leading 
position (30, 26 and 20 per cent respectively of the total number of 
contracts), and in the west, the Federal Republic of Germany, 
France and Austria (26, 16 and 12 per cent). Engineering and 
transport equipment—i.e. the sectors where economies of scale are 
important—account for the bulk of them (60 per cent), followed by 
chemicals (18 per cent) and metallurgy (7 per cent). Co-production 
is the most widespread form of co-operation (30 per cent of a sample 
studied). Next come arrangements relating to the transfer of 
technology, such as supplies of complete plants (29 per cent) and 
licensing (25 per cent) paid for on the basis of counterpart deliveries. 


comparative advantage in the production of energy and 
other industrial materials. But co-operation is also 
expanding horizontally within manufacturing. Financial 
problems can be eased with the help of counterpart 
delivery arrangements. Of a recent sample of 300 co- 
operative agreements in manufacturing about 40 per cent 
Teported counterpart delivery arrangements. Co-opera- 
tion in the development of energy and other industrial 
materials involves credits from the west, which are repaid 
through future counterpart deliveries. Some countries 
in the east expect by 1980 to have raised the share of 
their total trade with western countries arising from 
this form of co-operation to 15 per cent. In Soviet- 
American bilateral trade this share is expected to reach 
some 38 per cent over the period 1976-1980. 


In terms of the finance involved, the bulk of co-opera- 
tion is, and will be in the years to come, concentrated 
in the production of energy (primarily gas and coal) 
and other industrial materials, mainly petrochemicals, 
timber, cellulose, paper, ferrous metals, copper, alu- 
minium and chemicals. Up to the present time about 
50 projects of this kind have been negotiated. The bulk 
of them are located in the Soviet Union. The first stage 
of these co-operative projects, which is currently being 
implemented, involves the construction of particular 
enterprises in eastern Europe and the Soviet Union with 
the help of western credits which cover import costs of 
equipment and services. A number of industrial market 
economies have recently raised the level of their lending 
to eastern countries (often helped by governments) in 
order to sustain this co-operation. For the 1976-1980 
period the total value of loans publicly announced 
amounts to some $12 billion, of which more than $10 bil- 
lion is for the Soviet Union. The second stage is to come 
after 1978 when credit repayments will be made through 
counterpart deliveries from the newly-completed enter- 
prises.’ The number of agreements and the scale of 


7 The biggest deal in east-west co-operation concerns gas. At 
present, the Soviet Union imports large-diameter tubes ($4.3 billion 
over the period 1972-1975) and other equipment on credit from 
western countries. The credit will be repaid by future counterpart 
deliveries of gas—23 billion cu.m. per year by 1980. New deals are 
now being negotiated, with the prospect of Soviet exports reaching 
$1.5 billion by 1985. 

Recently a bank consortium in the Federal Republic of Germany 
granted a credit of 300 million DM to finance the development of 
copper production in Poland. The credits will be repaid by Polish 
deliveries of electrolytic copper—40 thousand tons per year over 
12 years, starting in 1977. A similar arrangement wasymade in an 
earlier deal involving the production of gas from Polish coal. 

Soviet-Japanese projects for gas, coal and timber involve credits 
of $4.5 billion and Soviet counterpart deliveries as follows: 10 billion 
cu.m. of gas per year from 1980, 104 million tons of coking coal 
over a period of 20 years, and 18.4 million cu.m. of timber over a 
period of 5 years. 

In recent years Italy has granted $1.9 billion of credits to the 
Soviet Union, mainly for the building of chemicals, paper, pulp and 
non-ferrous metallurgy plants, which will in future supply Italy with 
raw materials. 

French companies are building an aluminium complex in the 
Soviet Union (1 million tons of alumina, 500 thousand tons of 
aluminium) for 6 billion francs (French credit 3 billion). Repayments 
will be made in metal. ча 

The United Kingdom has extended a credit of £12 million to 
Hungary for the building of a polypropylene factory (40 thousand 
tons) against future deliveries of this product. 


finance involved are expected to increase in the years 
to come. 


(У) Co-operation with developing countries 


_ The trade between CMEA countries and the develop- 
118 areas of the world has been increasing rapidly. 
However, CMEA countries tend to have a persistent 
surplus in this trade, for structural reasons. To prevent 
this surplus from rising too fast and becoming an obstacle 
to the growth of this trade, the CMEA countries have 
increasingly given assistance to exports from developing 
countries, and in an ever increasing number of ways. 
Assistance of this kind will remain the primary preoccu- 
pation of co-operative schemes negotiated, and to be 
negotiated, between eastern Europe and the developing 
countries. 

The most common form of assistance has been through 
credits granted by eastern countries in the form of 
deliveries of machinery, equipment and technical services 
for the building of specific projects in developing coun- 
tries, with the understanding that those credits will be 
repaid by counterpart deliveries. More and more fre- 
quently, enterprises in developing countries are con- 
structed by the joint efforts of several eastern countries.® 
These arrangements have been increasingly supplemented 
by contracts whereby the partners in the two regions 
specialize in the production of specific products with 
a view to reducing costs and raising the level of mutual 
supplies.® It is expected that this latter type of arrange- 
ment will predominate in the future. 

Governments have been very active in providing 
favourable conditions for the spread of interregional 
co-operation. Up to the present about 65 inter-govern- 
mental agreements have been concluded with the aim of 
stimulating contacts between CMEA-area enterprises 
giving preferences to imports from developing countries, 
and enterprises in these latter countries. These agree- 
ments are also aimed at improving payments arrange- 
ments by extending the use of the transferable rouble 
and convertible currencies in mutual transactions.’° 


8 Enterprises in the Soviet Union, Czechoslovakia and the 
German Democratic Republic are jointly participating in the 
construction of iron and steel plants in India, Algeria and Iran. 
Enterprises in the German Democratic Republic, Hungary, Czecho- 
slovakia, the Soviet Union and Bulgaria are setting up cement 
factories in Syria. Enterprises in the Soviet Union and Romania 
are participating in the construction of oil refineries in several] 
developing countries (the largest in India). 

9 CMEA and developing countries are participating together in 
setting up factories or infrastructural facilities in some cases. A 
number of joint schemes between the Soviet Union and India 
envisage a vast programme of exchange of component parts in 
textiles, machinery, electronics and motor vehicles. An agreement 
between Poland and Egypt envisages the exchange of component parts 
for motor cars. 

10 In October 1976 the council of the CMEA Bank for Economic 
Co-operation (IBEC) eased conditions for the participation of non- 
member countries in the system of multilateral settlements in 
transferable roubles. The obligation of preliminary balancing of 
mutual settlements has been removed. Amounts of credit granted 
by the IBEC on favourable conditions have been raised to 100 per 
cent of the amount of settlement agreed between interested countries. 
Recent examples of agreements include: Bulgaria with Ghana, 
Morocco, Syria and Tunisia; Czechoslovakia with Algeria, Sudan, 
Tunisia; Hungary with Algeria, Egypt, Mexico, Morocco, Sudan 
and Syria; Poland with Algeria, Egypt, Mali, Morocco, Sri Lanka, 
Sudan, Tunisia; and the Soviet Union with Tunisia. 
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New agreements and further improvements in trading 
and payments systems are expected in the years to come. 
The east European countries and the Soviet Union have 
announced so far some 12 billion roubles of credits to 
support trade and co-operation with developing coun- 
tries. Moreover, the CMEA Investment Bank has 
recently established a fund of 1 billion transferable 
roubles for the finance of projects in developing countries. 
The announcement ‹ further credits of this type is 
expected. 


A point of particular importance is the intensification 
of co-operation between CMEA countries and ой- 
exporting countries. In some cases, CMEA countries 
borrow capital from oil-producing countries to build 
particular enterprises at home, repaying credits by future 
counterpart deliveries of products (Soviet paper for 
Iran, Polish paper and processed food for Iran, Romanian 
petro-chemicals for Kuwait). In other cases, eastern 
countries are building enterprises in oil-producing 
countries (to which they also deliver necessary equipment) 
against payments in cash or deliveries of ой." The 
present value of these agreements exceeds several billion 
dollars, and all of them should be implemented during 
the current quinquennium. Certain eastern countries 
have signed special deals with Iran for the import of gas 
(3.6 billion cu.m. per year for Czechoslovakia and some 
17 billion cu.m. for the Soviet Union, to be re-exported 
to the west). 


A rapid extension of this form of co-operation has 
greatly helped both exports of machinery from CMEA 
countries and exports of manufactured products from the 
developing countries; the latter reached in 1973 some 
34 per cent of the total. A few trade agreements, among 
the many recently signed, may illustrate future expec- 
tations. Over the current quinquennium, the annual trade 
between Romania and Iran may increase from $0.4 to 
$1 billion, between Czechoslovakia and Iran by 55 per 
cent, between the Soviet Union and India by 50 to 100 per 
cent and between the Soviet Union and Iran from $1.2 bil- 
lion over the period 1971-1975 to $3 billion over the 
period 1976-1980. The commodity composition of 
Soviet-Iranian trade will be very varied: Iran will export 
gas, articles of clothing and other manufactured goods 
against Soviet exports of steel, machinery, chemical 
fertilizers, trucks and cement. In one single year— 
1976—Bulgarian-Indian trade doubled, and it is expected 
to continue increasing fast. 


11 Examples are—in Iran: steel, alumina (500 tons capacity), 
electricity, grain silo and engineering projects built by the 
Soviet Union; cement, engineering and petrochemical works, 
mechanized bakeries and oil refineries built by Romania; electric 
power plants, two sugar mills, two cement factories and a grain 
mill built by Czechoslovakia; in Iraq: industrial and agricultural 
projects built by the Soviet Union; in Algeria: irrigation works 
assisted by Hungary. 
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